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Make 1933 Your Year 


Investment Recovery 


OU can make 1933 your year of investment re- 

covery, the beginning of a new era for you. With 
the turn into the new year you should embark on a 
definite program for the recovery of your original in- 
vestment capital and income. 


The development of a sustained business improve- 
ment means eventually higher prices for securities of 
corporations that will benefit from the revival. It is a 
call to you to revise your list so that you will share in 
the first improvement of corporate profits. You must 
decide what issues to hold, what issues to sell, what to 
buy instead—and when to take each step. Your port- 
folio must be in harmony with current business condi- 
tions and investment prospects. Delay means more 
than lost opportunities; it creates greater difficulties in 
the way of readjustment. 


THE FINANCIAL WORLD RESEARCH BUREAU 
can aid you in planning your investment recovery and 
in carrying it forward to a successful conclusion. We 
concentrate on your individual problems, and you do 
not have to strain your resources to follow any recom- 
mendation. You are in position to avoid the costly 
errors sO many investors, who rely too much on their 
own judgment, are likely to make in the critical 
months that lie ahead. At $100 for a full year of 
personal supervision it is the lowest-cost personal 
investment protection obtainable. 


The Financial World Research Bureau 12-21-32 
53 Park Place, New York, N. Y. 


Please explain (without obligation to me) how your personal Enclose a list of your investments (show- 
supervisory service would simplify my investment prob em. ing the number of shares and their original 


cost) to guide us in telling you just 
how The Research Bureau will aid you. 
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IN COMING 


What Is Ahead for the Rail Stocks? 


ECENT monthly earnings reports show numerous 
railroads to be operating more profitably now than 
they were a year ago, and it,is probable that December 
statements will show the roads as a whole enjoying larger 
earnings than they did in December of 1931. If that is 
the case, should rail stocks be bought? Of course, indi- 
vidual companies are still faced with financial difficulties 
and additional mortalities in the field would not be sur- 
prising. Aside from that, what are the prospects for the 
industry as a whole, and how will probable future develop- 
ments affect the better grade of stocks? An analysis will 
appear in an early issue. 


ISSUES 


The Utilities and the Bankers 


UMEROUS public utility receiverships this year 
resulted from inability of the companies to meet 

bond maturities. Fewer utility bond issues mature in 1933 
than did this year, but the bank loan problem promises to 
be much more important. Some companies will be able to 
obtain needed funds from their strong operating units; 
others still have a high credit standing. But the problem 
will be a pressing one for some of the utilities, and this 
aspect of the situation will be discussed in a coming issue. 


When Bonds Default 


F ONE of your bonds were to default in interest or 
principal payment, what would be your course of 
action? Would you deposit with a protective committee? 
Sit tight and wait? Cooperate with the management in 
working out a plan of reorganization? Of course, much 
advice as to the steps to take would come from interested 
parties, such as the management, bankers, or committee 
members. An understanding of the mechanics of adjust- 
ment and the status of defaulted bonds would enable you 
intelligently to come to a conclusion as to the desirable 
course of action. An explanation of the fundamentals 
concerned in bond defaults and reorganizations is now 
being prepared and will appear soon. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


A CHAIN OF SERVICE —Is the title of a new booklet which describes 
and illustrates the history and development of the Associated Gas & 
Electric Company System. icular value to investors inter- 
ested in public utility securities. 


NEW YORK STATE BONDS—A prominent investment security 
house specializing in high e@ municipal bonds has just prepared 
an interesting booklet on the bonds of New York State. Gives im- 
portant data regarding rtaonaal bond outstanding, also revenues and 
expenditures for the year ended June 30, 1931. Copy upon request. 


NEWS ON STOCK AND COMMODITIES—This bulletin is issued 
periodically by one of the large ‘‘wire’’ houses, and a sample copy 
may be had upon request. . 


COMPARATIVE YIELDS—A folder, prepared by a well-known in- 
vestment house, shows the present effective yield from taxable and 
tax-free bonds in the various income brackets. The effect of the 
increased income taxes provided for by the Revenue Act of 1932 
is shown by comparing actual yields under that law with yields under 
the law which it suppiants. Copy upon request 


PEOPLES GAS LIGHT & COKE CO.—The 1932 Year Book covers 
the activities of this company during 1931 and presents a condensed 
résumé of 82 years of continuous gas service. It is full of interesting 
data on the usefulness of gas, is handsomely illustrated, and contains 
also a consolidated balance sheet which is of interest to all holders 
of public utility securities. 


CALIFORNIA AND ARIZONA HOTEL RATES—If you are planning 
on going to California or Arizona this winter, you should send for 
this folder issued by the Santa Fe Lines which will prove how inex- 
pensively you can live in this beautiful resort country. Sent upon 
request without obligation. 


“STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR” 
—Is the title of a booklet just issued by a well-known Stock Exchange 
firm. Copy may be had on request 


YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is the 
title of a booklet issued by one of the most prominent insurance 
companies, that tells how a life annuity can be arranged to comply 
with any circumstances and ideas for future income. A copy may 
be had on request. 


% DEBENTURE BOND—A prominent industrial loan company, 
ap - business consists of lending money up to $300 to deserving 
gee upon approved collateral has underwritten an issue of 

% Debenture Bonds with profit-sharing certificates and bearing 

Send for their descriptive circular. 


FROM $8,000 TO $250,000,000—One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented a 
description of the history and development of this p us cor- 
poration that came into existence in 1886 with fh nen of $8,000 
working capital, and that now has assets of over $250,000,000. In- 
vestors will find much of interest and value in this booklet. Copy 
may be had upon request. 


A GUARANTEED INCOME ON RETIREMENT—A 28-page book 
called ‘‘How to Get the Things You Want,” issued by one of the 
large insurance companies, shows how their latest retirement income 
plan can be exactly suited to any individual's special needs. . 


WHEN TO BUY AND WHEN TO SELL—An interesting discussion 
of these questions from the technical viewpoint is presented in the 
folder *‘How to Protect Your Capital and Accelerate Its Growth.” 
Copy may be had upon request. 


PARTIAL PAYMENT PLAN—An old established New York stock 
a Se is issuing a booklet describing their plan and terms 
for pure securities on the monthly installment plan in odd lots 
or full lots. Copy upon request will be forwarded without obligation. 


MONTHLY PETROLEUM STATEMENT—TIf you are interested in 
the petroleum industry, send for a complimentary oe, SR of this 
monthly of conditions in the petroleum field whic 
by a New York house specializing in oil royalties. 


STOP ORDERS—An attractive 30-page brochure dealing solely with 
stop-loss orders has been prepared by a New York publishing com- 
pany. The stop-loss order is viewed from = sides, and a picture of 
its benefits, and occasional disadvantages, presented. Also con- 
tains a glossary of financial terms. Send tor descriptive literature. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


4&4 WEEKLY TRADE INDICATORS 1932 1931 


10 Dec. 3 Dec. 12 
*Crude Oil Production (bbls.) . 2,123, 850 2,127,550 2,452,650 


Electric Power Output (000 K. Ww. H.) 1,518,922 1.510. 337 1,671,717 


Steel Output (% of capacity) 16 7 29 
tAutomobile Production (U.S. 23,279 11,158 11,375 
Dec.3 Nov. 26 Dec. 5 

tBank Clearings New York $3,269 $2,190 $4,179 
?Bank Clearin; of N 1,798 1,338 2,505 
547,461 493,882 636,366 

Financial wen d Index of Indus- 


*Daily Average. tCram’s Report. $000,000 Omitted. 
& FEDERAL RESERVE REPORTS, Dents 
932 


1931 

000,000 omitted) Dec.7 Nov. 30 Dec. 9 
Deposits—New York City......... $6,661 $6,847 $6,122 
Deposits—Outside New York City. . 10,903 10,989 12,071 
Loans on Securities—N. Y.C....... »625 1,598 2,210 
Loans on Sec.—Outside N. Y.C.... 2,692 2,690 3,550 
*Investment—New York City...... : 1,041 1,093 982 
*Investments—Outside N. Y.C..... 2,210 2,230 2,448 
Total loans and discounts....... ae 10,364 10,413 13,237 
Total net demand deposits......... 11,552 11,745 12,105 
Total time 5,644 073 
Total brokers’ loans..............:% 392 353 690 
Federal Reserve System ratio....... - 62.9 62.6% 66.1% 
New York Federal Reserve Bank ratio 58.5% 659.8% 71.9% 


~ *Other than U. S. Govt. Securities, 


A FOREIGN A COMMODITY PRICES 
Par Dec. 1 Dec. 15 Dec. 13 Dec. 15 
$4.86 2¢ England... . $3. 27 y, $3.441% | Coffee..... $0.08 4 $0.07 
1.00°° Can. Dollar..86.32¢ 80.12¢ Copper .06 
3.92c France...... 3.9014 3.92 3/6} Cotton.... .059 .062 
5.11% 5.12% Flour..... 3.60 4.35 
13.90 Belgium*... . 13.8334 13.89% | Gasoline. 125 .103 
23.82. Germany....23.79 23.68 -34 
14.069 Austria..... 14.05 14.00 -03 
40.20 Holland..... 40.18 39.99 Rubber -0323 0447 
26.80 Denmark....16.95 18.99 _ 1.62% 2.05 
26.80 Norway..... 16.91 18.89 Silver..... 25 
26.80 Sweden..... 17.91 19.24 Steel...... 26.00 29.00 
49.85 Japan....... 20.81 42.94 Sugar..... -0415 042 
42.45 Argentinat..25.69 25.93 -2262 216 
#12.00 Brazilt...... 7.45 5.95 §Wheat.... .47 


*Belga. +Paper Peso. tPaper Milreis. 
mate; not yet fixed by law. 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 

Week ended Same 


ov. 26 week Change 

EASTERN DISTRICT 1932 1931 % 
Baltimore & Ohio......... 32,223 37,349 —14 
Chesapeake & Ohio. ............. 25,212 22,549 +11 
Cleve., Cinn., Chicago & St.L..... 16,287 16,612 -—2 
Delaware &.Hudson.............. 9,850 10,515 -— 6 
Peers, Lackawanna & Western. 11,918 12,501 - 5 

New York, New Haven & Hartford. 18,421 22,134 -7 
New York Central............... 37,596 41,269 - 9 
New York, Chicago & St. Louis... . 10,408 10,751 - 3 

22,914 26,654 —14 

SOUTHERN DISTRICT 
Atlantic Coast Line. ............. 10,291 12,301 —16 
23,941 26,658 
Louisville & Nashville............ 17,635 18,885 -7 
Seaboard Air Line... . 10,578 —21 
NORTHWEST DISTRICT 
Chicago & Great Western........ ‘ 4,117 4,593 —10 
Chi., St. Paul & Pacific. .... 20,486 23,149 -12 
Chicago & North Western......... 23,630 26,063 -9 
CENTRAL WEST DISTRICT 
Atchison, Topeka & ry See 22,005 24,491 —10 
Chicago, Burlington & SS 18,936 20,829 - 9 
Chicago, Rock Island & pine. 15,503 18,347 —16 
Chicago & Eastern Illinois......... 4,079 4,306 - 5 
Denver & Rio Grande Western. . 4,430 6,028 —27 
Southern Pacific............... . 14,309 16,772 —15 
Western Pacific............... d —22 
SOUTHWESTERN DISTRICT 
Kansas City Southern.......... sin 2,410 3,170 —24 
Missouri-Kansas-Texas..... 6,628 6,712 - 1 
Missouri Pacific................. 18,721 20,437 - 8 
St. Louis-San Francisco........... 10,140 9,629 +5 
St. Louis-Southwestern........... 3,143 3,383 -—7 


(Compiled from American Railway Association figures) 
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WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


French debt default ignored by security prices, effects confined to foreign ex- 

change quotations — Domestic business is following usual year-end pattern, but 

evidences of resistance to decline are discernible — Auto output showing good 

gains — Steel operations dip to 15 per cent — Electric power comparison 
improves 


HE greatest activity at the present time is to be week, reflecting a number of important units starting 


found in the field of retail trade. Reports from production on new models in preparation for the January 

important centers suggest that physical volume of motor shows. Results of the latter will be carefully 
trade is showing only slight declines from a year ago, but scrutinized for clues as to probable buyer demand in 
prices have been lowered substantially, and retailers’ later months. 


profits are extremely thin or non-existent. Inventory 
losses, however, will be a much less important factor this 


year than last. _ The background of the security markets appears to be 
improving, and we are coming closer to the time when 

more active expansion of common stock commitments is 

The heavier industries are slowing up their operations as warranted. Of course, Congress has not yet gotten into 
the end of the year approaches. Steel mill output has full swing, and there are bound to be disturbing bills in- 
dropped another point, and further recession is anticipated; troduced and discussed, but those temporary factors 
output in the final week of the year may be under July’s should be more than offset by constructive action, the 
depression low, but the first week in January will see groundwork for which has already been laid. Business 
operations up sharply. Automobile output in the six days recovery will doubtless be slow, but 1933 promises to be 


ending December 10 was double that of the preceding the year in which it will occur. 


a A&A A THE TREND OF MARKET VALUES AND LOANS «4 4 


DECEMBER 
16 23 30 7 14 


1926 1927.. 1928 1929 1930 1931 19324 JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC 


LOAN RATI = = OAN. RATIO} VALUE 

0 7 LISTED 
MARKET 
16 | VALUE 
OF ALL 
10 LISTED —4 5 
SHARES 
OFFICIAL NYSE. FIGURE 

35 te 
30 10 
25 
20 


NOLUME OF SALES 6 6 3 
| 2 
16 4 4 
a a 1 


Nore: The “Market Value” trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 
reflects the figures reported once a month by the Stock Exchange, whereas the dotted line shows the week-to-week compilation by THE FINANCIAL 
Ratio” expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value of securities listed; the 

solid line shows the Stock Exchange's figures, reported monthly, while the dotted line shows THe FINANCIAL Wor p's computation of changes which 
have occurred during the month. Percentage of monthly sales to total number of listed shares is shown by the line “ Percentage Turnover in Sales. 
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HETHER because of strength or apathy, stock prices 

last week ignored the epochal developments in the field 

of international finance. The debt problems have, of 
course, been regarded -as one barrier to a recovery in security 
prices, and France’s default will doubtless result in a con- 
ference for debt adjustment sooner than would otherwise have 
been the case. Nevertheless, France’s action can only compli- 
eate the process of arriving at a solution, and make negoiiations 
more difficult. So far as domestic news is concerned, business 
is closely following the usual year-end pattern and affords 
little reason for any decisive movements in stock prices. The 
better grade bonds, however, have been giving a good account 
of themselves; continuation of the upward trend recently in 
evidence would logically be followed by a similar movement 
in stocks, particularly if commodities were to show more 
firmness and Congress were to take definite steps to cut ex- 
penses and balance the budget. While the situation is such 
that much good can develop in coming weeks, the fact remains 
that general business is still in an unsatisfactory state, and 
one is not yet warranted in abandoning caution in new com- 
mitments in common stocks. Investment preferreds and good 
grade bonds continue in a favored position, and numerous such 
issues afforded attractive profit and income possibilities. 


Despite fluctuations which have intervened in the mean- 
time, current prices for numerous prominent common stocks 
are now close to their levels of a year ago, and in some eases 
recent quotations have shown significant gains from those of 
the same date of 1931. Of course, the stock averages are 
materially lower (the Times compilation for 50 stocks, for 
instance, stands at about 57 as against 71, a decline of 20 per 
cent), but it is easy to find a large number of issues which have 
made a remarkable showing in the face of the uncertainties and 
adverse developments of the past twelve months. A compari- 
son of recent prices of some of these stocks with the quotations 
of a year ago follows: 


December 14 December 14 
1931 1932 
38 41 
12 15 
Westinghouse Electric.............. 28 29 


Month-end influence and preparation for taking care of the 
Treasury’s December 15 financing were clearly reflected in the 
statement of reporting Federal Reserve member banks for 
December 7, which showed a contraction of $161 millions in 
outstanding bank credit. The only credit item that showed a 
gain was that of loans on securities, which was up $19 millions. 
Commercial loans dropped $68 millions, $40 millions of Gov- 
ernment securities were sold, and $72 millions of ‘‘other” 
securities disposed of. Deposits likewise shrank, more than 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928=100 


jon. feb. Mor Apr. Moy June July Avg. Sept. Oct. Nov. Dec. 

| 1929 

Bt 

80 - 99 
931 | 

70 | | 70 
NAL] 

60 60 

40 

— 30 


‘Tue Components: This is an unweighted index of five sensitive series 
of industrial activity; new- building contracts, electric 2 production, 
automobile output, steel mill activity, and merchandise, miscellaneous 
and less-than-carload freight traffic. Adjustments have been made for 
ape —— variation, and the average for the four years 1925-1928 
is u as t 
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cancelling the rise of the preceding week, as a result of month- 
end financial settlements. So far as the change in the com- 
mercial loan total is concerned, it is important to remember 
that seasonal declines are usually witnessed at this time of 
the year. The banking statements do not yet reflect any 
quickening in the pace of business activity, but trade and 
industry can derive encouragement from the fact that a 
plethors of funds is available at low cost to assist the spring 
revival. 


November’s contra-seasonal gain in new construction over 
October is regarded as an encouraging sign for substantial 
expansion in the spring. 


Refusal of the Bureau of Internal Revenue to continue to 
make available figures on cigarette tax stamp sales by states 
has removed one fairly accurate check on the progress of the 
10-cent brands, but from other sources is obtainable informa- 
tion which suggests that the striking rate of growth of sales 
of the cheaper cigarettes witnessed earlier in the year, has now 
been arrested and some brands are now showing ceclines. This 
is heartening to the ‘‘ big four” in the industry, whose earnings 
this year are expected to reflect the inroads cf the new com- 
petitors during the first six or seven months cf 1932. So far as 
longer range prospects are concerned, recent rising prices 
for tobacco leaf have been welcomed by the large companies 
inasmuch as the effect may be to wipe out the margin of profit 
to the 10-centers, whereas the added costs will have a rela- 
tively unimportant effect upon the much wider profit margins 
of the 15-cent brands. The opinion has previously been ex- 
pressed that the 10-cent brands constituted only a temporary 
threat to the leading companies, and this is now being sup- 
ported by developments. 


Movement of freight by motor trucks this year is estimated 
to amount to about 12% per cent of that moved by railroads. 


World financial and economic developments have done 
nothing to encourage commodity price gains, and speculative 
items such as wheat have been prompt in reflecting the 
existing uncertainties. Nevertheless, the fundamental position 
of wheat appears to be improving somewhat, and it is possible 
that later advances in that grain will lead other commodities 
up. Argentine’s exportable surplus is reported cut 30 million 
bushels, Russia is expected to have no wheat for export, and 
present indicated winter wheat crop here is 33 million bushels 
below even the poor harvest of the 1932 season. While it is 
still much too early to draw definite conclusions, developments 
are shaping up in a manner favorable to higher prices. 


The share-the-work movement appears to be growing, with 
General Motors alore creating 35,000 new jobs. 


A tired market whose lethargy prohibits any show of emotion 
no matter how good or bad the news may be, about typifies 
recent activity or more specifically the lack of it. Then again 
the searcity of any really good news leaves much to be said 
in the market’s favor in withstanding a surfeit of bad news 
without giving ground. Stock values were higher for the week 
of December 7-14 by an amount of $640 millions. As com- 
pared with the start of this month, they are now $1,650 mil- 
lions higher, They also exceed the November 1 figure by $940 
millions and it is advisable to recall the mostly adverse develop- 
ments occurring since that date. The value of stocks is $7,850 
millions above the July lows, $2,480 millions below the start 
of this year, and $7,020 millions below the September peak. 
Summing up, there is an abundance of evidence that the turn 
from our three years of depression was made last July and 
that by slow and progressive stages we are rebuilding toward 
normalcy. The turnover for the week was comparatively at a 
snail’s pace when we look back upon recent years, with the 
trading volume only 1.74 per cent of all listed stocks. Meaning- 


" . less changes itr brokers’ loan totals fail to change the technica) 


aspects of the market, with such public buying as is in evidence: 
characterized by outright purchases without resort to borrow- 
ing, and the loan ratio remains at its low base of 1.53 per cent. 


. The average price of all listed stocks is $18.40 a share and the 


loans against them at the average rate of 28 cents a share. 
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THE INCREASING COST o GOVERNMENT 


Me we believe the screaming 
newspaper headlines that en- 
thusiasm has been rallied by 
President Hoover’s proposal and advo- 
cacy of the sales tax? Hardly so. It is, 
of course, a constructive substitute for the 
unproductive excise taxes that have so 
convincingly proved their futility, but to 
become enthusiastic about any plan or 
means of increasing taxes would appear 
the height of folly. Rather let emphasis 
be stressed upon the plans for a cut of 
$580 millions in the budget and, if possi- 
ble, augment this reduction until some 
semblance of a balanced budget can be 
attained. 


A Far-reaching Octopus 


It is a sad commentary that the strong- 
est and wealthiest country in the world 
cannot summon enough courage and 
determination to balance its books when 
both revenues and expenditures are sub- 
ject to deliberate control. Our heritage 
of extravagance is a far-reaching octopus 
that has in its engulfing grip not only 
our Federal Government but those of the 
states and municipalities as well. In- 
stead of calmly looking upon the dis- 
astrous condition into which our largest 
city and the leading contenders for this 
title have worked themselves, we might 
better assume part of the blame for ever 
having allowed such conditions to gain a 
foothold that today is not alone stran- 
gling trade but placing every individual 
citizen in such a precarious posi- 
tion that he, too, might not be 


Taxation 


Without 


Reservation 


By WitLiIAM J. HEALY 


hoping that by some act of Provi- 
dence we can still tolerate and pay this 
dole to those that govern while our ranks 
of unemployed producers increase both 
in numbers and irritability. 

It has been officially stated that over 
ten million people are receiving salary or 
bounty from the Federal Government. 
Not only does this approximate the num- 
ber of our unemployed, but when the 
hordes that are the beneficiaries of State, 
County and City payrolls are thrown in 
we might well wonder how industry can 
be expected to thrive under a scheme of 
things that requires so great a portion 
of our payrolls to go toward maintaining 
unproductive endeavor except as this 
may be classified in tax creation, collec- 
tion and spending. With one in every 
seven of our adult population receiving 
their support from some governmental 
agency, there is danger that the ship of 
state might be overcrowded and demands 
a lightening so that the water-line will 
again show on its hull. Our nation was 
not built on that formula. Perhaps it is 
our money and price system that is at 
fault, where individual productivity is 
measured in a money compensation 
rather than the relative value of one 
product to another. In the early days of 
our colonists when barter controlled the 
acquisition of the earth’s nourishment 
and living comforts, the sluggards were 
quick to be detected and soon to succumb. 
The purchasing power of the many could 
not possibly be concentrated in a few 


THE INCREASING COST «+ GOVERNMENT 
Tora, Cost or Goveanmuent m Pencenrace or 
Narionar Incowe 


Fiscar Years 1890-193! 


hands until money entered in as an equa- 
tion of exchange. That is our paramount 
problem today. 

When a people is deprived of purchasing 
power through unemployment, the situa- 
tion can not be cured by increasing that 
unemployment through supposedly eco- 
nomic firing while, at the same time, 
having to support a bureaucracy whose 
mushroom growth has become a greater 
obstacle with each successive slowing up 
of business activity. The railroads of the 
country furnish a glowing example of the 
futility of trying to overcome this ob- 
stacle. Hire and fire as they will, there 
is still a $1 million daily tax bill to be 
met that assumes gargantuan proportions 
in these days of depleted revenues. Last 
year the Class 1 railroads found 7.25 
per cent of their entire gross operating 
revenues consumed by taxes. 


Taxed From All Direetions 


The oil industry must contend with a 
$692.5 millions annual tax bill, nearly $2 
millions daily. Some of this is direct and 
some not, but the fact remains that it 
ultimately comes out of the consumer’s 
dollar. There is the Federal gasoline and 
lubricating oil tax, Federal income tax, 
oil production tax, pipe-line excise tax, 
real estate tax, personal property tax, 
state gas tax, inspection tax, state license, 
state income tax, chain store tax, fran- 
chise tax, local license fee—which all 
goes to prove that not much has been 

overlooked in the way of taxes nor 


is there any scarcity of bureaus 


long outside the ranks of that 
mounting army of unemployed. 

Over the past forty years 
while our population was increas- 
ing from 60 millions to 120 mil- 
lions, all forms of government 
costs were mounting from $855 
millions to $15,000 millions or 
17.5 times. In the last four years, 
since 1928, the increase alone is 
more than twice the entire cost 
of all forms of government in 
1890, if this fact will serve to stifle 
buckpassing in blaming this, too, 
on the war. This same $15 bil- 
lions exceeds by far what the 
farmers will get for their crops. 
There is not that much gold in 
existence in* the entire world. 
That much money could buy 
more than half the railroads of 
the country today, and it exceeds 
by a comfortable margin the in- 
vestment made by our electric 
light industry during the past 
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that must be maintained in get- 
ting their share of that $700 
millions. 

Closely allied with the oil in- 
dustry is the motors, and it is 
none-the-less taxed. Taken singly 
the tax total of $489.3 millions 
for the motors would be bad 
enough but, when compared with 
total wages of $397.2 millions paid 
out by the industry, it can readily 
be seen that our super-structure 
of bureaucracy supported by taxes 
is a rather full-blooded leech. You 
who think you are enjoying a 
satisfying smoke from any form 
of tobacco are chipping in to the 
extent of well over $500 millions 
annually in this unbalanced 
scheme of things. Every dollar’s 
worth of light you burn requires 
that twenty cents additional go to 
satisfying the bill for governmental 
exuberance, a snug total of $210 
millions annually. Many indus- 
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their vast properties on which are paid 
huge sums in taxes without a penny of 
real profit and even without a wheel 
turning or a man employed. One small 
copper company that has been shut 
down completely for no little while 
back is having to pay $2,000 a day in 
taxes. 

The farmer has this problem brought 
home to him all too forcefully. The 
property owner, whether urban or rural, 
apartment owner or home owner, is pain- 
fully assessed with the only relief in sight 
being a reduction of taxes or foreclosure. 
Even the latter course offers only partial 
relief, for the new assignee is hard put to 
find the means of making the property 
pay enough to cover taxes. Many build- 
ings to-day are going begging for a rental 
that represents a considerable discount 


on the current tax requirements. Taxa- 
tion without reservation or consideration 
for the means of realizing them can only 
come to the one dangerous end. Because 
we are on the verge of this chasm now 
does not mean that it is too late to take 
aggressive and deliberate action. It 
must be taken and the quicker the 
better. 

Excessive taxation has amply demon- 
strated that it can cause business stagna- 
tion. Business stagnation is a forerunner 
to unemployment. Unemployment stifles 
purchasing power. Purchasing in periods 
of stress becomes doubly affected for 
nobody escapes taxes, and these costs of 
industry are passed along to the ultimate 
consumer on even the bare necessities of 
life. Individual income taxes dropped 
49 per cent last year, but the cost of col- 


v 


lecting them jumped from $1.40 per $100 
in 1931 to $2.17 in the last fiscal year, 
When the government is forced to borrow 
to make its keep, every one of us assumes 
the double obligation for we indorse the 
note and pay the interest thereon. The 
sales tax, beer tax and all other forms of 
anticipated revenues are merely hopes 
that a balanced budget will be accom. 
plished. The heavier the taxes levied 
the better chance they have of defeating 
their purpose in further stagnating trade 
and other avenues of tax revenue. Ex- 
penditures can be cut. They can be cut 
to an amount of dollars far exceeding any 
source of proposed revenue and would go 
further in working out a solution to our 
big problem and the restoration of normal 
business conditions than any one other 
cure that can be applied. 


Stocks for Christmas Stockings 


ESPITE reduced incomes and 
curtailed purchasing power the 
amount that will be expended this 
year for Christmas presents and remem- 
brances will reach a sizable figure in the ag- 
gregate. The desire to make others happy 
at this season involves cheerful sacrifices 
and transcends for the moment the cares 
and worries of our mundane existence. 
The Christmas savings clubs which have 
grown in popularity in recent years amass 
large sums annually which become avail- 
able as purchasing power in the Yuletide 
season. Complete tabulations on Christ- 
mas clubs in New York State savings 
banks show that 313,209 club members, a 
new high record, will share in total dis- 
bursements of $13.9 millions this year, 
a decrease of only 6.5 per cent from 1931. 
The average saving for a club member is 
slightly above $44. This showing is some- 
what better than that for the country as 
a whole, as total figures average about 
$42 per club member, and show a slight 
decline in aggregate membership. Never- 
theless, the $441 million total is impressive. 
Although the aggregate expenditures 
this year will undoubtedly be less than 
last year, due to the intensification of the 
depression in the past year, the volume of 
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merchandise involved should compare 
more favorably with 1931 as a conse- 
quence of generally lower prices for prac- 
tically all lines of goods. Greater dis- 
crimination will be exercised this season 
in the selection of gifts, with more atten- 
tion given to the utility and intrinsic 
value of the article than in former years. 

For those seeking the greatest value in 
their Christmas gift purchases the invest- 
ment field offers unusual opportunities 
for the selection of appropriate and useful 
remembrances. Gifts of this nature rep- 
resenting an ownership interest in our 
leading corporations should serve as a 
constant reminder of the donor’s gen- 
erosity as the return of more normal 


business conditions is reflected in the 
market prices of such issues. 

To facilitate the task of those who are 
desirous of making gifts of this kind, the 
tabulation appended herewith contains 
selections for varying amounts of avail- 
able capital. In the smaller price groups, 
notably $50 and $100, no attempt is made 
to present a diversified portfolio as in 
purchasing more than one issue the com- 
mission charges would be out of propor- 
tion to the amount of capital involved. 
Every one of the issues included in these 
groups, however, represents a leading 
unit in its respective field and should par- 
ticipate fully in a recovery of general 
business conditions. A range of selections 
is offered in these two groups from which 
appropriate choices may be made in ac- 
cordance with the individual’s preference. 
In the higher price groups it is possible to 
obtain a diversified representation in a 
number of progressive industries and the 
issues included in these divisions are divi- 
dend payers affording an attractive in- 
come return at current prices. Payment 
of dividends throughout the year will 
serve as a frequent reminder of the donor’s 
thoughtfulness in enclosing such a re- 
munerative gift. 


SELECTED STOCKS AND PORTFOLIOS FOR CHRISTMAS GIFTS 


*$50 GROUP 


5 shs. AMERICAN ROLLING MILL... 
ALLIS-CHALMERS ............ 
5 shs. SOCONY-VACUUM............ 
5 shs. UNITED CORPORATION...... 


5 shs. 


*$100 GROUP 


Ish. AMERICAN TEL. & TEL...... 
shs. GENERAL MOTORS.......... 


7 shs. STANDARD BRAND 


$250 PORTFOLIO 


6 shs. NATIONAL. POWER & LIGHT.. 


Yield on above prices 


5 shs. UNITED GAS IMPROVEMENT. 


Recent Annual Recent Annual 
Price Div. Rate $500 PORTFOLIO Price Div. Rate 
$9 “None 5 shs. CHESAPEAKE & OHIO......... $25 $2.50 
8 None 8 shs. GENERAL ELECTRIC......... 15 0.40 
8 $0.40 5 shs. GENERAL FOODS............. 22 2.00 
: 9 0.40 5 shs. REYNOLDS TOBACCO Bb....... 28 3.00 
104 9.00 Yield on above prices...... 8.2% 
. bB 1.00 $1,000 PORTFOLIO 
150 4shs. AMERICAN TOBACCO B....... 60 +5.00 
‘i 19 1.20 3 shs. ALLIED CHEMICAL........... 78 6.90 
“ 5 shs. PUBLIC SERVICE OF N.J..... 49 3.20 
UNTON PACIFIC. 6.00 
a 1.20 Yield on above prices...... 8.2% 
is _ *Selection of one issue to be made. 
7.3% tDoes not include $1 extra. 
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LIFE INSURANCE 


3 
Invest t [rust 
an investment i rus 
if 
7 By A. Weston SmitH, Jr. 
t HAT this country needs is an 
y investment trust. And when we 
say ‘Investment Trust,” we 
. mean both investment and trust in the 
l strictest sense of the terms. 
fact = of * Life insurance has proved itself 
national and state banks have faile . 
during the past decade; that in the same more worthy of the investment 
period one-half of the fixed investment trust cognomen than most of the so- 
trusts have been liquidated or their offer- called American investment trusts. 
ings discontinued and a larger percentage 
of flexible investment trusts have been 
discontinued or merged. Likewise thou- 
sands of real estate mortgages have 
defaulted and even United States Gov- 
ernment, state and municipal bonds have 
sold at substantial discounts from par. 
Where, therefore, is the investment trust 
in which the average individual can place 
9 his savings and hope to obtain, dollar for exposed as dumping grounds for bonds caption because every stratum of society 
dollar, the full value of his investment at and stocks which investment. banking requires some common median where 
5 any time in the future? Is life insurance houses found difficult to sell directly to savings can be deposited and investments 
9 the answer to this question? the public. The “investment trust” made in sound security; while yielding a 
8 cognomen has been used far too often as fair return. Perhaps at some future 
¥ Nonclavestment Dis-Trusts the sugar coating to cover a bitter pill. time the investment trusts of today will 
q Strictly speaking an investment trust become true investment trusts but not 
9 should be regarded as follows: the defini- until they have been subjected to a 
1 It was in 1921 that the first ‘‘American” tion of investment is ‘‘a haven for capital”; searching investigation and perhaps 
. investment trust was founded and since while the meaning of trust is ‘‘a charge of placed under a government supervision 
" then over one thousand investment  responsibility.”” Most of the so-called similar to that over savings banks and 
. trusts of one kind or another have been American investment trusts have failed to insurance companies. 
9 organized and their shares offered to the fulfill one or the other 3 oo wens 
ublic. Most of these stocks were sold and many are unqualified as to both. 
: + investors as trusts for investment, but There is little wonder that the faith of the A Bulwark of Strength 
l too many have turned out to be purely American public has been shaken in what ; 
S holding companies for speculative securi- has come to be known in this country as In its strict terminology ‘investment 
1 ties while some proved to be nothing but an investment trust. But there is still a trust,” as a title or qualification, can be 
" pools under the supervision of market real need for an investment trust which more aptly applied to the large American 
5 manipulators. Others have since been measures up to the full meaning of the reserve life insurance companies than to 
> any single investment trust existing to- 
anies have been without their irregulari- 
ss searching investigation in 1905 when the 
52 COMPANIES *Dec. 31 Sept.30 Dec. 31 Dec.31 Dec.31 Armstrong Insurance Commission, of 
1932 1925 New York State under the guidance of 
‘i BONDS: $632 Charles Evans Hughes, exposed the many 
State & 7272-715 355 unethical, as well as dishonest, practices 
Canadian Government...............+.. 449 445 441 7 = of that time. But since the laws of New 
Foreign Government. ........cccscccees 27 28 32 York and many other states were 
1607 $1,578 $1,524 $1,266 $1,271 ife i 
MORTGAGES: This is evidenced by the fact that the 
$5508 $5588 mortality rate among life insurance com- 
has been less than one-half of one 
R of life insurance come to be virtually un- 
1,817 1,808 1,814 1,450 632 known while practically all other forms of 
Sag 606 601 597 416 164 investment have suffered substantial 
483 $5,364 $5,408 $4,715 $3,028 #losses? As indicated in the tabulation to 
(28.5%) (29.4%) (29.3%) (28.1%) the left, the life insurance companies have 
OTHER ASSETS: the same avenues of investment open to 
$3,500 $3,400 $3,016 $2,140 $1,296 them (with the exception of common 
Collateral Loans. 113222222020 022200o2. 15 16 19 21 2 stocks) as have the investment trusts. 
utility and industrial bonds and  pre- 
cctislotatan ferred stocks, as compared with a year 
*Estimate of John R. Hardin, president of Mutual Benefit Life Insurance Company. or two years ago. But the real reason 
the life insurance companies have 
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not been embarrassed by these technical 
losses is explained by the fact that all 
investments are made over long periods. 
In other words the measure of time for a 
life insurance company. is a life time or a 
generation while the present-day invest- 
ment trust lays its plans for the day, the 
week, the month or the year. Funds of 
leading life insurance companies are in- 
vested primarily in the highest grade of 
long term securities which afford a satis- 
factory rate of return. 

The diversification of investments, 
which is a prerequisite of the investment 
trust, has been a matter of policy with 
life insurance companies over a long period 
of years and as a result the managements 
of the life insurance companies have a 
record of experience in investment selec- 
tion which can be equalled by few of the 
so-called investment trusts. It will be 
noted in the tabulation on the preceding 
page that since 1925 life insurance invest- 
ments have been maintained in stable 
groups with only moderate changes in cer- 
tain divisions. It is apparent, for instance, 
that holdings of government bonds have 
declined from 11.8 per cent of the total 
in 1925 to 8.4 per cent in 1932, but re- 
cently the amount of U. S. and Canadian 
bonds has been increased largely at the 
expense of foreign governinent bonds. 
More important and in keeping with the 
trend of the times, the amount of farm 
mortgages to total assets has beea cut 
from 17.7 per cent in 1925 to 8.8 per cent 
at the close of 1932. In contrast, the 
total invested in public utility securities 


‘bonds. 


has risen from 5.9 per cent to 9.6 per 
eent. Meanwhile policy loans have 
gained from 12.1 per cent to 18.4 per cent. 


But what will probably be most interest- | 


ing to the casual observer in the fact 
that the total assets of the 52 companies 
(which do 91.6 per cent of the business) 
included in the tabulation, have advanced 
from $10.7 billions to $19.07 billions, a 
gain of more than 70 per cent. 

But supposing that the large American 
reserve life insurance companies can be 
considered as ideal investment trusts 
are there not some important disad- 
vantages which would limit their applica- 
tion as an investment trust media? Life 
insurance, of course, depends upon the 
health of the individual and his expect- 
ancy of life. Rates on all kinds of life 
insurance investments depend upon age. 
And there are no standard life policies 
which can be bought, sold or bartered in a 
manner similar to that of stocks and 
These disadvantages fade in 
importance, however, when it is realized 


that a life insurance investment is in-— 


dividual and personal rather than general. 
The life insurance companies have recog- 
nized the desire on the part of the public 
for investments, with absolute security 
plus a reasonable return and have evolved 
varying types of endowments and annui- 
ties to meet individual requirements. 
*“‘Annuity endowments” are recom- 
mended for men and women of young or 
middle-age who may need insurance 
protection, until they are ready to retire. 
If the policyholder lives, he receives the 


full amount of the contract in cash or as a 
life income. If he does not live, his bene- 
ficiary receives cash or a life income. One 
of the forms of “straight” annuities is 
suitable if no insurance will be needed. 
No medical examination is required for 
contracts without life insurance protec- 
tion. 

To the bond investor who has been 
accustomed to purchasing bonds with a 
certain portion of his surplus funds each 
year, the single premium retirement 
annuity has a direct appeal because this 
type of annuity may be purchased at any 
time for as little as $500 or in multiples 
of that amount. These annuities have 
cash surrender values from the end of the 
first year; and these values exceed the 
single premium after the contract has 
been in force for two years. Dividends 
are payable annually and may be allowed 
to accumulate over a period of years on a 
compounded basis. For young men and 
women who wish to build up a retirement 
income, there is the annual premium re- 
tirement annuity which requires annual, 
semi-annual or quarterly premiums each 
year until the retirement age. For those 
who are past fifty years of age, there are 
immediate annuities with or without 
eash refunds; and joint and survivor 
annuities which guarantee a fixed income 
to an individual during his lifetime and to 
a survivor for the rest of his or her life. 
To those who would provide their chil- 
dren with fixed incomes after specified 
ages, there are retirement annuities with 
premiums payable annually or in one sum, 


Atlantic Refining to Show Earnings Gain 


LTHOUGH Atlantic Refining’s 
total assets of about $160 millions 
do not rank the company among 

the ten largest American oil enterprises, 
it is nevertheless one of the larger and 
more important units in this 12 billion 
dollar industry. Despite the complete 
integration and broader diversification 
of products achieved over the past 20 
years, the company does not enjoy even 
an approximate balance between opera- 
tions in the major branches of the in- 
dustry. Its available crude oil produc- 
tion, restricted as it is through proration, 
is far below its refinery capacity and 
makes it necessary that substantial crude 
supplies be purchased to meet its current 
requirements. In this respect its situa- 
tion is similar to that of the leading 
integrated Standard Oils of New Jersey 
and Indiana, although it is, of course, a 
much smaller aggregate enterprise. These 
companies depend for a certain portion 
of their profits upon the level of refined 
product prices in relation to costs of 
production and manufacture, and for the 
balance upon the spread between posted 
crude prices which they pay for their raw 
material and the level of refined product 
prices. 

The October increase in mid-continent 
crude prices on the part of some producers 
would have been, if uniformly adopted, 
unfavorable to these companies unless 
corresponding advances in wholesale 
and retail markets could have been se- 
eured and maintained. This has ap- 
parently proved impossible in the face of 
seasonally declining consumption and 
fairly heavy gasoline stocks; and the 
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higher postings have been in large part 
ineffective, with the greater part of total 
crude purchases having been taken at 
lower levels. 

Notwithstanding the withdrawal of the 
higher postings and the uncertainties of 
production and refining control in the 
immediate future, it is apparent that the 
industry, and Atlantic Refining, will re- 
port substantial improvement in their 
1932 earnings as compared with 1931. 
This is indicated in the nine months in- 
come statements, whose good showing 
could only be reversed in the annual 
reports through an unexpected and un- 
likely break in prices of such substantial 
proportions as to result in large inventory 
losses in the fourth quarter statements. 

Atlantic Refining reported net for the 
first nine months of this year of $1.58 
a share, compared with a deficit of $1.03 
a share in the same period of 1931, and 
with net of 19 cents a share for the full 
year 1931. The fourth quarter should 
yield less than either the second or 
third quarters on a purely seasonal basis, 
but, at the present time, is expected to 
show a small profit rather than a deficit. 
The third quarter earnings of 39 cents 
a share were rather disappointing in 
comparison with second. quarter net of 
$1.02, since the more usual relationship 
would be a small gain due to somewhat 
higher gasoline consumption in the vaca- 
tion season. This year, however, the 
expected peak in gasoline demand did not 
develop, and consumption ran more than 


10 per cent below the previous year. 
There was also weakness in the gasoline 
price structure in the latter part of the 
period, and the net result for the in- 
dustry as a whole was that third quarter 
net did not measure up to the second 
quarter. 

Atlantic’s earnings for the entire year 
may be estimated at $1.70 to $1.80 a 
share, thus showing adequate coverage of 
the $1 dividend requirements, and great 
improvement over the 19 cents a share of 
1931. Furthermore, bookkeeping charges 
will total more than $3 a share, so that 
cash position at the end of the year could 
easily prove stronger than at the begin- 
ning, depending upon the amount of 
capital expenditures during the year. 
Even during the period from June, 1930 
to July, 1931, when deficits were reported, 
the $1 dividend rate was continued with- 
out material impairment of financial 
position, and under present conditions 
there can be little doubt as to its further 
maintenance. 

Atlantic Refining’s only item of direct 
funded debt is the issue of 5 per cent de- 
bentures of 1937, outstanding to the 
amount of $14 millions. There are also 
about $624,000 of purchase money ob- 
ligations, and a contingent liability of 
$4 millions by virtue of the joint guaran- 
tee with Union Oil of the 4% per cent 
bonds of the Union Atlantic Company. 
There has been no preferred stock out- 
standing since may 1929, and at the 
present time the entire stock capitaliza- 
tion consists of 2,696,642 shares of $25 
par common, of which 32,297 shares are 
held in the treasury. 
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Measuring the Trade Movements 


those who pin their faith on the 

more volatile common stocks which 
are subject to the influence of the chang- 
ing phases of industrial activity, should 
(and many of them do) pay close atten- 
tion to the regularly appearing reports 
in that connection. Some of these re- 
ports are published each week; others 
each month. The most important of 
these statements are:- 


Kv careful investor, especially 


Car Loadings—weekly; Bank 
Clearings — weekly and monthly; 
Electric Power Production—weekly 
and monthly; Building Contracts— 
monthly; Pig Iron Production— 
monthly; Automobile Production— 
monthly. 


It would be a difficult matter to assign 
an order of preference as to the relative 
merits of these various indices, but the 
ear loading figures are generally accorded 
more attention than the others for the 
reason that they represent the physical 
volume of industry and general business, 
particularly the distribution of goods, 
irrespective of commodity price changes. 
Bank clearings reflect both physical 
volume and price levels of commodities, 
and they, therefore, present obvious diffi- 
culties in resolving them into their com- 
ponent parts. They are, however, valu- 
able as a check against other indicia. 


Power Production Fiqures 


Electric power production figures prior 
to 1928 appeared in monthly form only, 
but since then they have been available 
each Wednesday, covering the week 
ending on the previous Saturday. Be- 
cause of the up-to-the minute character 
of these figures they are growing steadily 
in popular favor as a rival to the car 
loading reports. Also, they provide a 
very clear picture of the trends of manu- 
facturing activity, both great and small, 
and of public utility earnings as well. 
Other indices will be treated in detail 
later on. 

But there are pitfalls in the path of the 
observer that may lead to losses if these 
indices are not handled with gloves. The 
popular method of appraising their signi- 
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ficance is to make comparisons with the 
corresponding period in the previous year, 
which is a dangerous proceeding. Such 
comparisons are more likely than not to 
lead to highly erroneous conclusions. As 
an instance, take the electric power pro- 
duction. Comparisons of recent weeks 
with a year ago (expressed in percentages 
of decline) show a sharp upward trend. 
The fallaey in this method lies in the fact 
that comparisons are being made with a 
year of sharply declining figures. In order 
to show more clearly the trend over the 
past 8 years, the following graph has 
been prepared: 


GRAPH 1 


Trend of Electric Power Production for the 
Years 1924-31 Inclusive 


(1924-8 inclusive) average changes in 
corresponding months. The figures thus 
produced (dotted lines) are shown on 


Graph II. 
GRAPH II 


Comparison of Year to Year and Month 
to Month Changes 


1932 
l 


90 


The foregoing graph represents the 
percentage of increase or decrease from 
January to December of each year. In 
six out of eight years, increases rule, 
which is a normal state of affairs; in the 
last two years, decreases are shown, which 
is a subnormal movement. It is with this 
subnormal base that comparisons are 
being made, and the natural result is a 
highly abnormal curve of recovery when 
plotted in graphic form. Reference to 
the solid line in Graph II will illustrate 
that point. Would it not be more in- 
formative if the normal five years could be 
utilized as a basis of comparison? 

In the ease of electric power produc- 
tion, it is well to note the pereentage of 
advance or decline from month to month 
and modify the result with the five-year 


The striking thing about the foregoing 
chart is the entire dissimilarity of the 
showing made by the two methods of 
comparison. The only point of agree- 
ment is in the month of October, and even 
there the rate of recovery in the year to 
year figures is much greater than in the 
month to month figures. The reason for 
these divergences, as already stated, is that 
one set of comparisons is with a sub- 
normal base, while the other is with a 
composite base made up from figures 
taken from years exhibiting normal in- 
creases. One method is conducive to 
over-enthusiasm or undue _ pessimism. 
The other serves as a check &gainst such 


tendencies. 
AAA 


Epitor’s Norse: This is the first of.a 
series of four articles by Mr. McElroy 
dealing with the subject of seasonal changes 
as applied to current indices referring to 
the progress of industrial activity and 
general business. The next instalment will 
treat in detail the subject of electric power 
production, illustrated by a graph showing 
the method of producing the basic compari- 
son figures. 
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POSITION OF THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 
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KEY : Average 40 Bonds. Commercial Paper, New Offerings (Daily Average) 


of the year to call attention to two 
influences which have had real or 
imaginary effects upon the course of bond 
prices in December, anticipatory pur- 
chases for reinvestment of January first 
interest and dividend payments and tax 
selling. The record appears to show that 
the influence of ‘‘reinvestment demand” 
upon the bond market has been exag- 
gerated in past years; but tax selling has 
undoubtedly been an important factor in 
bonds as well as stocks. Thé influence of 
both has been greatly diminished this 
year; the first because of the decline in 
dividends, interest and earned surplus 
and the continued tendency of inves- 
tors with funds available to concentrate 
their commitments in a limited field 
consisting of government obligations and 
the highest quality corporation bonds; 
the second because of the new revenue 
bill passed at the last session of Congress. 
The new income tax law prevents 
deduction of losses on securities held less 
than two years except as an offset to 
gains realized on sale of other property. 
Losses on securities held over two years 


I: HAS been customary at this time 
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ray be deducted from the tax up to 12144 
per cent under the capital gain and loss 
clauses which remain in effect. Another 
important provision which being 
emphasized by many security dealers is 
that which allows full deduction of losses 
realized on holdings of government, state 
and municipal bonds. There has been 
no definite ruling as to whether this in- 
cludes foreign governments and political 
subdivisions, but some consultants are of 
the opinion that such deductions will be 
allowed. Consequently, the new revenue 
law does not eliminate tax selling as a 
factor in the December bond market, 
although it has undoubtedly greatly 
reduced its net effect. 

In spite of the low interest rates named, 
there was a very heavy oversubscription 
of the Treasury offering of $350 millions 
four-year 234 ‘per cent notes and $250 
millions one-year *4 per cent certificates 
which were cmt at substantial pre- 
miums in when-issued trading. The 
practise of large institutions in purchasing 
maturing notes at a premium in order to 
make sure of large exchange allotments 
received a blow when it was announced 
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that limits had been placed upon the 
preferred allotments. Offerings in ex- 
change for the new four-year notes were 
allotted 62 per cent, for the one-year 
certificates, 79 per cent. Previously, 
exchanges of maturing obligations had 
been allotted 100 per cent. The action 
of the Treasury should obtain better 
distribution for the new notes. 

German bonds, both government and 
corporation issues, have recently shown 
surprising strength, and many have ad- 
vanced to new 1932 highs. German 
Government 5's are selling for more 
than 200 per cent of their 1932 low price. 
Moderate improvement in the internal 
trade situation in Germany and _ the 
impressive demonstration by the Reichs- 
bank of its ability to maintain its gold 
reserves in the face of the most difficult 
world conditions have given rise to new 
optimism in regard to the outlook for 
German obligations. Furthermore, ways 
and means are evidently being found for 
purchase of these bonds with German 
funds in amounts in excess of what was 
formerly believed possible in view of the 
German exchange restrictions. 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 


Name of Issue 


BONDS CALLED THIS WEEK 
(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) 
Name of Issue 


Ohio State Telephone Co............... 


conv. 


vet, Sa“ A” 


Amount Interest Offering Yicld or 
Offered Date _ Price Basis % 
$3,000,000 A. & O. 3.70 
1,000,000 ....... 100 6.00 
Call Date 

Amount Price Payable 
$333,000 105 Jan. 15, 1933 
5,000 00 Jan. 1, 1933 
Entire 102 14 Jan. 1, 1933 
0 100 Jan. 1, 1933 


Norr.—Coupon paying agents or trustees will supply complete list of bond numbers called for redemption. 
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4 United Corporation — 


Asset Value Resists Depression 


By James C. DELONG 


ITH the House of Morgan solidly 
WY wren United Corporation, it is a 

source of wonder to many people 
why this company has not as yet availed 
itself of the many bargains in the utility 
field which the past three years have un- 
covered. The company was formed in 
1929 to aequire and hold securities of 
electric power and light enterprises, and 
during the next two years invested more 
than half a billion dollars in this field. 
Yet the balance sheet dated December 
31, 1931, and income accounts during 
1932, indicate that during the. past two 
years of increasing opportunities for 
favorable investment, United Corpora- 
tion has done no bargain shopping. 

The fundamental reasons underlying 
this policy are probably twofold. In the 
first place, the company is an independent 
investment organization and despite its 
strong banking sponsorship has been re- 
quired to proceed under its own steam. 
At the end of last year it had borrowed 
$12.6 millions from the banks and had 
eash on hand of but $1 million, The 
character of underlying assets practically 
precludes the possibility of doing long 
term financing on favorable terms, and 
conditions in the security markets dis- 
courage common stock financing or 
issuance of the already authorized pre- 
ferred stock. Further, the company has 
not elected to test the wisdom of increas- 
ing investments on funds borrowed from 
the banks. 

Secondly, it is doubtful if United 
Corporation would take advantage of the 
many favorable opportunities for invest- 
ment, even if funds were availabie for the 
purpose, as this would be contrary to the 
original investment policy of concentrat- 
ing commitments in a relatively few com- 
panies in the eastern utility field. While 
securities owned have suffered drastic 
market shrinkage, the company has been 
fortunate in its choice of investments as 
so far not a single company whose shares 
are held by United has encountered 
serious financial difficulties. 

The company’s principal investments 
as.of December 31, 1931, are revealed by 
the chart just below. In no instance 


is majority control exercised, the closest 
approach to this being United Gas Im- 
provement in which it has a 26 per cent 
interest. However, it plays a more 
dominant part in the management of these 
companies than mere stockholdings would 
indicate. Directors of United Corpora- 
tion inelude Floyd L. Carlisle, Chairman 
of the Board of Consolidated Gas and 
Niagara Hudson Power; B. C. Cobb, 
Chairman of the Board of Commonwealth 
& Southern; Philip G. Gossler, President 
of Columbia Gas & Electric; Thomas N. 
MeCarter, President of Public Service of 
N.J.; and John E. Zimmerman, President 
of United Gas Improvement. The pres- 
ence of these key men on the board of 
United Corporation suggests that the 
major policies of the company will be in 
accord with the best interests of the 
underlying companies; its stock holdings 
and the interlocking Cirectorate has also 
resulted in a community of interest for 
these six great public utility corporations. 


Investment Values Maintained 


At the end of last year securities which 
originally cost the company $592.8 
millions had an estimated market value of 
$269.4 millions. On the basis of estimated 
market value of securities held as of De- 
eember 10, 1932, of $267.5 millions, 
liquidating value of the common stock 
was approximately $9 per share, equal 
to the market price of the issue as of that 
date. With the exception of 62,370 shares 
of Mohawk Hudson Power $7 second 
preferred stock, portfolio of the company 
includes only common stocks and war- 
rants. The fact that current market 
value approximates that which obtained 
one year ago, in the face of a general 
market decline of approximately 25 per 
cent during the past year for utility 
holding company common stocks, attests 
to the high investment character of 
equities which are held in United Cor- 
poration’s portfolio. 

For the 9 months ended September 30, 
1932, the company showed earnings 
equal to 33 cents per share of common 
stock. Full year 1932 results should 


approximate 43 cents per share as com- 
pared with 76 cents earned in 1931 and 
78 cents in 1930. This decline reflects 
dividend reductions and omissions on 
issues owned, particularly the omission 
of cash payments by Columbia Gas & 
Electrie and Commonwealth & Southern 
and reduction of the Publie Service of 
N.J.rate. By the substitution of 5 percent 
preference stock payments in place of 
cash on Columbia Gas & Electric com- 
mon, cash income of United Corporation 
was reduced in the annual amount of 
$4.5 millions, equal to 32 cents per share 
of United Corporation common. How- 
ever, United is receiving dividends on its 
common stock holdings of Columbia Gas 
& Electric at the annual rate of $1 per 
share in $5 convertible preference stock. 
This is not included in income statement 
of the company. (Were the 1932 state- 
ment made to reflect this income at par 
value of the $5 preference stock, earnings 
of United Corporation would approxi- 
mate 61 cents per share of common 
stock.) Current cash income, equal to 
about 43 cents per share of common, 
should be subject to no further material 
reduction as dividend payments on issues 
held appear reasonably secure on the 
basis of recent earnings of underlying 
companies. Continuance of the present 
40-cent dividend rate on United Corpora- 
tion common stock, however, must 
necessarily be considered as largely con- 
tingent upon the dividend policies of 
constituent companies, particularly 
United Gas Improvement and Niagara 
Hudson Power. 

A word should be said in respect to the 
position which United Corporation oe- 
cupies as regards possible regulation of 
utility holding companies by a Federal 
agency. Strictly speaking, United Cor- 
poration is not in the holding company 
category nor does it perform the usual 
holding company functions of manage- 
ment, financial and engineering services. 
Its position is comparable to that of an 
individual investor and appears to be 
beyond the pale of any holding company 
regulatory legislation which may be en- 
acted, at least over the near term future. 
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These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Alaska Juneau 4 “C+” 


Reflecting the recent improvement in re- 
ported earnings, the stock of Alaska 
Juneau has displayed moderate strength. 
In suggesting that forthcoming reports 
would continue to reveal more profitable 
operations because of recent develop- 
ment work completed, speculative at- 
tention is again turning to the issue. The 
company estimates November profits at 
$91,900 after deducting operating ex- 
penses and development charges, but be- 
fore depreciation, depletion and Federal 
taxes. This estimate compares with a 
figure of $62,300 in November a year ago. 
This recent trend reveals the change for 
the better, whereas the comparative 
figures for the eleven months still show 
profits for this year so far of $1 million, 
considerably below those of a year ago 
when up to this date $1.4 million had 
acerued. If results continue at this rate, 
little would stand in the way of the ful- 
fillment of the earlier promises made by 
the management that an increase in the 
dividend rate would be voted. 


AIR REDUCTION promptly responded 
to the recent cold snap with higher prices in 
reflection of the benefits likely to accrue 
from its holdings of U. 8S. Industrial 
alcohol. 


Allied Chemical 4 “B+” 


Ignoring the immediate position of Allied 
Chemical with its prospects of earning not 
much over $4 a share this year, persistent 
buying predicated upon the importance of 
its longer range outlook, has held the 
stock close to its high prices for the year. 
The fact that the $6 dividend will not be 
earned this year has been overshadowed 
by the conviction that the regular divi- 
dend will continue to be paid. The yield 
of 7.5 per cent afforded at current prices 
has prompted many who are prepared to 
take the risks involved, to establish a 
position which should prove to be a 
profitable one over the next year or so. 
In addition to accumulation by indi- 
viduals, investment trust buying is 
eredited as a factor in recent firm prices. 


AMERICAN ICE will be faced with the 
problem of strengthening its working capital 
position following a poor last half year and 
the venture into the laundry business and 
omission of the dividend appears in prospect. 


American Ship Building 4 “Cc” 
When the dividend on the preferred stock 
of American Shipbuilding was omitted a 
few months ago the dividend on the 
eommon stock, which was receiving a $2 
annual rate, was conceded to be a matter 
of historical record. When directors met 
a week ago and declared the regular quar- 
terly dividend of 50 cents on the common 
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stock this action was taken with no little 
surprise. The preferred has equal voting 
rights with the common and is entitled 
to dividends at the rate of, but not ex- 
ceeding, 7 per cent annually. During the 
past year dividends on the preferred have 
been paid out of funds applicable to this 
issue and accumulated in past years in 
which preferred dividends were not paid. 
As these funds are now exhausted, a 
peculiar ruling takes effect which pro- 
hibits the payment of preferred dividends 
when not earned but allows common divi- 
dends to be paid out of surplus; thus a 
situation is presented where the preferred 
stock of the company is receiving no 
dividends while the common enjoys con- 
tinued payments. There were only 1,967 
shares of the preferred outstanding at 
mid-year, whereas 79,000 shares were out- 
standing in 1922, with the reduction ac- 
complished by a share for share exchange 
into the common. Up to July 1, 1930, 
stockholders had the privilege to sell their 
stock at $110 a share or to exchange it 
for 11/19 shares of new no par common 
and $44 in eash. The remaining shares 
apparently did not find this a sufficient 
inducement to exchange, but the desire 
for current income may serve to sway 
these minority holders. 


AMERICAN SNUFF has declared the 
usual extra dividend of 25 cents despite the 
yteld of 10 per cent reflecting doubts concern- 
ing this year’s earnings in the absence of 
periodic reports. 


American Tel. & Tel. 4 “4° 


The loss of 102,000 telephones to the Bell 
System in November and no appreciable 
signs of improvement for the last month of 
the year, typifies the disturbing outlook 
that the directors of American Telephone 
must take in considering future dividend 
policy. For the first three-quarters of 
this year 104 telephone companies in the 
United States reported a decrease of 
1,585,221 stations in service, with 51,- 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


Commons: 
Amer. Type Founders..C toD+ 
D+toD 
Safeway Stores....... .B+toB 


Preferreds: 
Amer. Type Founders ..C + to C 
Safeway Stores7%....A to B+ 
Safeway Stores6%....A to B+ 


496,569 operating, and out of this total 
the Bell System lost 1,428,500. Contrast- 
ing this with the total of 292,000 stations 
lost in 1931, and a gain of 122,500 tele- 
phones in 1930, gives one a fair idea of 
the severity of the losses. Operating in- 
eome for the first ten months of $17.9 
millions compares with $28.2 millions a 


- year ago, a decline of $10.3 millions. 


While these earnings cover operating ac- 
tivities only, and exclude non-operating 
income such as dividends, interest and 
other revenues received and non-operating 
charges such as interest and rents paid, it 
is at once evident that the shortage for 
the regular dividend will be a substantial 
one with the rate maintained, if this is to 
be the decision of directors, by dipping 
into accumulated surplus. 


AMERICAN WATER WORKS has re 
duced the $2 dividend by one-half, which 
follows the previous cut from a $3 basis, 
thus adjusting the rate to the downtrend in 
its earnings. 


Aviation Corporation 4 | 
Following so closely upon the heels of 
the fight for management control, the 
latest report of Aviation Corporation of 
Delaware and subsidiaries holds special 
interest. In the nine months ended 
September 30 a net loss of $2.9 millions is 
reported, of which $1.6 million represents 
a loss on sale of securities during the 
period. This compares with a net loss of 
$917,907 in the corresponding period of 
last year, of which $438,214 reflected 
security losses. While still on the wrong 
side of the ledger, the most recent opera- 
tions are materially improved over those 
earlier in the year, for in the three months 
ended September 30 the net loss was only 
$309,630, registered in the most part by a 
security loss of $242,484, which compares 
with a net loss of $1.7 million in the pre- 
ceeding quarter. The recent activity and 
strength in the stock ean hardly be traced 
to this measure of improvement that is 
measured in reduced losses. 


COMMERCIAL SOLVENTS should 
benefit from a court decision upholding the 
validity of patents for the production of 
butyl-alcohol and acetone which it manu- 
factures. 


Corn Products 4 “B+” 


Although earnings for the first nine 
months amounted to only $2.04 a share 
with 74 cents of this credited to the third 
quarter, it is likely that the full year’s 
returns will fall only moderately below 
the $3 required to meet prescribed divi- 
dend payments. Being in a remarkably 
strong financial position there is every 
reason to believe that the regular pay- 
ment will be continued even though re- 
quiring a small dip into surplus. The 
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stock’s action and its resistance at close 
to the high levels of the year, where it 
affords a yield of only 5.8 per cent, reflect 
the market’s appraisal of the company’s 
position. A decision has been handed 
down by the Court of Appeals reversing 
the decision of the District Court in the 
patent litigation involving Penick & 
Ford and Corn Products, and finds no in- 
fringement of the Widmer patent used 
in the manufacture of starch which Pen- 
ick & Ford had claimed. An added at- 
traction to investors is found in the possi- 
bilities attached to the company’s large 
holdings of other securities which, though 
perhaps constituting a handicap market- 
wise in the past several years, could re- 
dound to the company’s benefit in any 
general market improvement. 


COTY is lacking the usual seasonal ac- 
tivity with its holiday trade this year likely 
to be of smaller proportions. 


Cudahy 4 


Responding to a disappointing earnings 
report in which the company showed only 
70 cents a share earned for the year ended 
October 29, the price of Cudahy stock 
broke sharply on a small turnover. The 
sharp decline in earnings was due to 
lower selling prices, despite the fact that 
tonnage sales were within a fraction of 
one per cent of those of the preceding 
year, dollar sales were reduced to $133.3 
millions against $181.5 millions. In the 
preceding fiscal year $3.06 was earned, 
and the dividend uncertainty which was 
pointed out a few weeks ago in these 
columns now finds expression in a yield 
of well over 10 per cent. Having main- 
tained volume, the factor of prices will 
largely determine the company’s ability 
to restore former earnings. In the mean- 
time a strong financial position has been 
developed with current assets of $22.8 mil- 
lions (including $4.7 millions cash) ,compar- 
ing with current liabilities of $3.6 millions. 


FOSTER-WHEELER’S market activity is 
traceable to professional sponsorship, and 
the company can do no more than show a 
sizeable deficit for this year. 


Gillette Safety 4 “C4” 


The development of earnings of $1.75 a 
share in the first nine months of this year 
as compared with a year ago, when the 
full year returned only $1.24 a share, is a 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Wl.... Sound Preferreds ....25 
Ill... Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


creditable showing and indicates the 
present dividend more than twice cov- 
ered. Although it has been hinted that 
an extra payment will be considered when 
directors meet, this would be a secondary 
factor as against the earnings improve- 
ment registered by President Lambert 
who is tackling this job without pay until 
he can fully demonstrate his ability as a 
restorer of earnings. Holiday business, 
which used to constitute a good portion 
of the year’s return, has been practically 
lost in the policy of concentrating on 
razor blade sales as the nucleus of earning 
power, although some small effort is being 
spent to encourage gifts of this product. 
Aided by a steady and recurrent demand, 
the company can lay credit to getting 
more than its share of business; earnings 
should approach $2.50 this year as against 
$1.24 last year, and American Safety 
Razor will show a drop of about one-third 
from its earnings of a year ago. 


GLIDDEN’S policy of instituting econo- 
mies early in the depression is now stand- 
ing them in good stead, for in the year 
ended October 31 profits amounted to $540,- 
071 as compared with $201,380 in the 
preceding year. 


Hershey Chocolate 4 “C+” 


A steadily mounting yield, that at current 
prices is returning better than 11 per 
cent on the stock of Hershey Chocolate 
with its $6 dividend, expresses doubt 
that the policy of the directors in in- 
creasing this payment from $5 early this 
year has been warranted by the subse- 
quent trade conditions. Averaging ap- 
proximately $1.42 a share in earnings 
for each of the first three quarters (a 


total of $4.27 a share) it is not likely that 
the last quarter will make as favorable a 
showing when it is considered that in- 
ventory write-downs will undoubtedly be 
necessary. because of the recent sharp 
decline in cocoa prices. Earnings of but 
a few cents over $1 in the last quarter 
would mean that dividend requirements 
would be lacking by 70 cents a share. 
This would require dipping into surplus 
for slightly more than $500,000 to meet 
these payments; while the company is in 
strong financial position working capital 


- has already been reduced during the year, 


which together with an outlook that is 
none too satisfying is likely to prompt a 
downward revision in the rate when: the 
directors meet shortly. 


INTERNATIONAL TEL. & TEL. 
rallied moderately upon the receipt of dis- 
patches that the proposal of radicals to 
seize the company’s properties in Spain 
had been decisively voted down. 


Radio 4 “D+” 
While there was no surprise in the action 
taken by General Electric in ordering 
a distribution of its Radio Corporation 
stockholdings in the ratio of one share for 
each six of General Electric held, this 
decision was not expected so soon after the 
last dividend meeting, at which no action 
was taken pertaining to these shares. 
In revealing the fact that General Electric 
had not disposed of a single share of its 
Radio holdings in these troubled times, 
confidence is restored to many that the 
future is not viewed with any real concern 
by its former close relatives. The dis- 
tribution amounts. to nearly 90 cents a 
share to: General Electric stockholders, 
and the company will still retain about 
380,000 shares. While required to dis- 
pose of only 50 per cent of its holdings 
three months after the decree was issued 
this more complete divorcement removes 
future uncertainty, and if the Westing- 
house directors follow suit, their distribu- 
tion should be worth approximately six 
times as much to the Westinghouse 
stockholders. The lack of response by 
any of the three stocks concerned fur- 
nishes a sharp contrast to conditions that 
would likely have prevailed if this action 
had been taken a few years ago. 


SUPERHEATER’S halving of the $1 
dividend forced the stock to new low levels 
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QTire and Rubber... . .B 


@ Seasonal trend. 
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and furnished a reminder that the present 
dividend of 50 cents may not be earned this 
year. 


United Biscuit 4 “cr” 


Having earned only 34 cents a share in 
the third quarter, following 91 cents de- 
veloped in the first half year, United 
Biseuit’s earnings of $1.25 for the nine 
months suggest that not much more than 
$1.50 will be reported for the full year; 


v 


The Universal 


being 50 cents short of dividend require- 
ments, this hints at a necessary dividend 
revision and is reflected by the yield of 
12.5 per cent on the stock. While the 
holiday season has regularly been one of 
stimulated business in this trade, the 
present period is not over encouraging 
in its prospects and the increasingly 
keen competition this year indicates that 
a sharp contrast will be shown to United’s 
earnings in the last quarter of a year ago 
when $1.06 a share was reported. 


Debt Problem 


insufferable debt burden constitutes 

one of our main barriers to sustained 
recovery. Not only are private indivi- 
duals and corporations feeling this strain 
but national governments are feeling it 
likewise. Our own national debt pro- 
vides an outstanding illustration of how 
indebtedness has piled up since the world 
war. Previous to that time we owed only 
slightly less than a billion dollars but 
after that the amount began to leap until 
it now stands at more than twenty billion 
dollars. These debts were contracted 
on the basis of our capacity to pay and 
the capacity of others to meet their 
obligations to whom we loaned our 
money. Our hindsight now tells us that 
we overestimated this ability. It infers 
that we pledged our future in debts far 
too great to be met in a period of econo- 
mie maladjustment. 

Theoretically and in a broad sense, 
this view is sound but it is not one that 
enters into serious consideration in times 
of prosperity. Then it is that individuals, 
corporations and nations, unthinkingly 
and misealeulating the future, borrow 
money freely to expand their earning 
power; and this we did to an unprece- 
dented extent between 1918 and 1929. 


I: IS coneeded on all sides that an 


Vanishing Income 


In the years since 1929 our visible 
income has shrunk to inordinate propor- 
tions and as it is from income that interest 
on debts and prepayment of principal 
must. come, that burden has become an 
onerous one. In the face of this universal 
problem, is it any wonder that on all 
sides is heard the ery that the debt strue- 
ture must be reconstructed on a basis 
permitting it to be carried comfortably? 

No longer is this matter a theory, but a 
faet that must be faced sternly and solved 
intelligently. As long as interest and 
principal payments must be met out of 
eapital, the situation is unhealthy and 
never so much as at the present time when 


accumulated. ‘savings are being drawn - 


upon as heavily as they are. If per- 
mitted to continue, these withdrawals 
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would eat into capital surplus until in the 
end this erosion would leave little re- 
maining. 

Yet it is more easily said to cut down 
debts than actually to carry out this am- 
putation, for to pare down our debt 
structure, national as well as private, to 
our current capacity to support, would 
involve severe hardships on our investing 
classes. 

Hence whatever steps are taken in that 
direction will have to pursue lines that 
will temper such distress, even permit it 
to be of a temporary nature. This 
thought in mind is reflected in the urgency 
with which partial and long term mora- 
toria are urged. However much disliked 
this suggestion may be, to a certain ex- 
tent the world will have to compromise 
its attitude towards it. There is no other 
way out. What the governments call a 
reconsideration of their debts and capac- 
ity to pay is only a mouthing of the facts. 


Hardships in Debt Cuts 


Individually the problem resolves itself 
into a simple fact. If a debtor cannot 
pay, the usual procedure followed is to 
throw him into bankruptcy, sell his effects 
under the hammer, and distribute the 
proceeds equitably to the creditors. 
That method is unsatisfactory for it sel- 
dom results in the payment of more than 
a small amount of his obligations, after 
court proceeding costs, delays and law- 
yers’ fees are considered. The intelligent 
creditor endeavors to help a debtor to his 
feet, feeling that it is well worth while 
to keep a good customer going. He 
usually tries to effect a compromise 
whereby his debt is deferred until the 
debtor can gradually absorb it out of 
future earnings. 

This is a sound principle and it would 
seem that it could be worked out in a 
general application to our corporate 
structure. What that method could be, 
need not be diseussed as long as its inher- 
ently sound principles are recognized. 


The unavoidable process of receiverships 


would affect it whether one wished it or 
not, but it is expensive and disconcerting 


to the process of recovery. To avoid this 
process as much as it can be done would 
be the more desirable course to follow. 

It would seem, and this thought is 
simply projected as a suggestion, that 
debts could be scaled down to current 
visible incomes, the amount scaled down 
to be deferred to some future date for 
payment out of increased incomes and 
profits by setting aside a certain per- 
eentum of earnings for their absorption. 

Such impounded debts would earry 
neither interest nor a set date of payment. 
They could be represented by a subordi- 
nated security, possessing no liens on 
earnings, but on property in the event of 
bankruptey, bearing no interest nor 
earrying any rights to dividends, except 
on such a basis as agreed upon between 
debtor and 

The adoption of such a program or one 
similar in nature would simply reverse the 
theory of pledging the future with debts, 
employing it to absorb the debts econ- 
tracted in the past and using any ensuing 
prosperity to discharge this obligation. 

If that can be done the creditor would 
have his hopes raised for eventual pay- 
ment of his obligations. He would not be 
out of money when his debtor’s obligations 
cannot be met, for this loss he already 
has sustained. Moreover, in better 
times he would also have some market 
for his deferred obligations. 


Adjustment Necessary 


Some adjustment of this character 
would be the constructive attitude to 
assume, instead of continuing an impasse 
for which there is no permanent relief 
except through further shrinkage and in 
a good many cases complete dissolution 
of debts. 


The Investors’ 
platform 


EFORE the investing public 
B can feel assured of the exis- 
tence of the fullest measures 
for its protection, THe Financiau 
Wortp believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more 
insistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Constructive Trading 
Reforms 
V. Independent Protec- 
tive Committees 
VI. Full Publicity on Secur- 
ity Offerings 
A special article has been pre- 
pared concerning the great need 
of these reforms and the power of 
investors to bring about their 


adoption, a copy of which will be 
mailed to any interested inyestor. 
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Tens should be some method to curb 
the legal gnats which swarm around corpo- 
rations in times of great crisis. These 
human parasites contribute nothing 
toward preserving financial solvency, but 
are avidly intent upon harassing busi- 
ness for purely selfish purposes. The 
press is filled with legal actions instituted 
by them, alleging charges of mismanagee 
ment and other complaints, and seeking 
receiverships. Few of these cases are 
brought with the expectation of a suce 
cessful outcome, but solely to establish a 
nuisance value on a small block of securi- 
ties. 
harassed corporation often prefers to set- 
tle them through private compromise. 


In LAYING the foundation for such raids 
under the cover of a legal process, the 
usual procedure is for some person to buy 
a hundred shares of stock or a few bonds 
(which at the present low value involves 
little expense), and arrange with some 
shyster lawyer to take charge of the case 
on a percentage basis. Under the present 
system of jurisprudence there is no bar 
to stop this method. The bankruptcy 
law should be amended so that some rule 
can be applied to determine the merit of 
actions proposing receiverships before 
they can be brought. The legal profes- 
sion itself recognizes the serious needs for 
such a reform. 


Fosronarzty, the courts before which 
these actions are brought are most dis- 
cerning in their judgment of them. Only 
recently one turned down the application 
for receivership brought by a holder of 
one hundred shares in one of our large 
utility corporations, the court contending 
that there was no evidence of insolvency or 
mismanagement presented. Yet this 
stockholder, whose investment in the one 
hundred shares could not have cost more 
than $100, could go ahead and create 
fear and apprehension in the minds of 
thousands of security holders with his 
specious allegations. Underhanded prac- 
tises of this sort should not be permitted. 
The security of the majority should not 
be made the legitimate prey of legal para- 
sites. 


Taser is a provision in the law covering 
barratry, by which a lawyer may be dis- 
barred if it can be shown that he manu- 
factures his own cases. But this provision 
is too elastic to prevent the abuse since a 
lawyer can find subterfuges to get around 
it. He needs only to get some pliant 
client with a rubber conscience, and under 
his cloak start proceedings whereby he 
hopes to manufacture a substantial fee for 
himself. How successful such procedure 
sometimes can be is shown by some of the 
substantial settlements made in the his- 
tory of Wall Street with these pestiferous 


litigants. 


Wire the minority interests in any 
corporation have legal rights when they 
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Rather than fight the charges, the’ 


are unfairly as- 
sailed and /or 
their security 
is jeopardized, 
on the other 
hand the vast 
majority have 
similar claim 
or protection against meddlesome harass- 
ments and procedures not brought in good 
faith. The balance which would provide 
equal protection could be found in some 
new legal provision which would establish 
the merit of an action before it could be 
filed in a court of law. Some preliminary 
court or referee could hear complaints 
and sift the charges. 


Prosastr that would end this legal 
racketeering. 


Turns are excellent prospects for a 
sound reorganization of the Austrian 
Credit Anstalt. The significance of this 
item of news lies in the fact that his 
Rothschild bank set off the spark that re- 
sulted in the international financial 
smash, from the repercussion of which we 
could not escape. The collapse of this in- 
stitution revealed the precarious position 
of world finance. Immediately followed 
the rapid disintegration of Germany’s 
eredit, the frightened visits of the head 
of the Reichsbank to London and France 
for aid, Hoover’s moratorium to relieve 
the situation, and Great Britain’s valiant 
but fruitless attempt to maintain herself 
on the gold standard. 


Asranewnz the world is starting its 
economic rehabilitation from the very 
point its collapse began. Precedent 
would be closely followed if Great Britain 
replaced its present managed currency 
with the gold standard. Then an intelli- 
gent revision of the international debt 
problem without impairing the sanctity of 
the contract would happily complete the 
cycle of restoration. 


Ix THE market place it takes very little to 
change our mental calculations, especially 
when applied to securities we own. A 
sale of a few thousand shares and not in- 
frequently a few hundred will doit. Ina 
recent rising market, Telephone gained 4 
points, Steel nearly 3 points; 33,000 shares 
of Telephone changed hands, while 41,000 
was Steel’s volume of trading. The cash 
gain of Telephone on the sales made was 
$132,000 and on Steel $123,000. But the 
holders of neither Steel nor Telephone 
would not figure it out on this basis, 


H: WOULD assume that the market 
price of either stock represented the value 
of the corporation’s shares. That would 
mean that the market advance indicated 
a valuation of American Telephone’s 18,- 
660,000 shares to have increased in worth 
about $75 millions and Steel’s 8,703,000 
shares to have gained nearly $20 millions. 
If these stocks should later decline in 


Bonds 
for Investment 


In our current list of offer- 
ings, private investors and 
financial institutions will find 
bonds suitable for practically 
every investment requirement. 


This list includes bonds di- 
versified as to type, maturity 
and other investment consider- 
ations, and at varying yields. 


Ask for our pamphlet 
“Investment Suggestions” 


Chase Harris Forbes 
Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


COMMODITIES 


Folder explaining mangle require- 
ments, Commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


““ BROKERAGE SERVICE SINCE 1898°* 


New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 


Members 


STOCKS AND 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6400 


OPENING AN ACCOUNT 


Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 


(isHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 
Complete 


Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broad 230 Park Ave. 
New York. New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 
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If it was true then, it’s true Now 


In 1928 THOMAS A. EDISON said of the Electric Industry: 


“Development has 
only Well Begun” 


Two and a half million electric refrigerators, nine million 
radios, half a million ranges, to cite a small part of prog- 
ress, have been installed in millions of homes since 1928. 
On more than a quarter of a million farms motors have 
replaced muscle, and the number of industrial customers 
has increased by 63,000. 


Yet Today... 


50% of wired homes do not use electricity 
for more than lighting and the flat-iron 
89% of farms are without electric power 
45% of industrial power is not furnished 
by electric utilities 


The statement Edison made in 1928 is still true in 1932 
— “Development has only well begun.” 


A FOUNDATION FOR FUTURE GROWTH 


The Associated Gas and Electric System serves 
805,000 residential electric customers who, during 
the last two years, increased their use of electricity 
at a faster than average rate. The purchasing power 
of these customers is well up to the national average. 


Yet of the total number served, only : o° 


1 out of 6 owns an electric refrigerator 
1 out of 2 owns an electric radio 
1 out of 33 owns an electric range 


The installation of these three popular appliances increases 
four-fold the amount of electricity used. 


INCREASED INDUSTRIAL USE FORECAST 


Since 1929 more than 1,000 new power customers have 
been added by the Associated System. This increase fore- 
casts greater industrial consumption than ever before 
as economic recovery progresses. 


For information about facilities, service, rates, write 


ASSOCIATED GAS & ELECTRIC SYSTEM 
61 BROADWAY, NEW YORK 


similar proportions, the assumption would the human mind by the transitory valua- 
be a like depreciation. Neither isthe case, tions it places on securities. 

for a few transactions can hardly be said 

to establish a real worth of a security. Awoematrrins produce abnormalities. 
But the market has implanted a habit in In a blue funk we see and approximate 
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everything with a choleric bile. Pre. 
cedents in such periods are useless, for 
they are not applicable when instability 
rules. Yet it is another human habit to 
draw encouragement from precedent when 
the sounder process would be to take each 
development separately and see how it 
ean be best appraised. 


J ust now in the flux that divides us 
from further set backs and the recovery 
that lies ahead, we follow the fetish of 
precedents. We figure how much of the 
decline we are making up in percentages, 
or whether the spread is widening. What 
we are really doing is measuring abnor- 
malities with normalities. ©The com- 
parison is misleading in forming sound 
concepts of our immediate problems. 


ouR current statistical data indicate 
that our decline is checked, and if it 
proves that gains are being made from 


previous weeks and months, progress is 


recorded. 


Ws wouLp get further in restoring 
confidence were we to desert our old 
shrines of precedent and devote our 
creative services to what immediately 
presses upon us for solution. 


v 


American Superpower Seeks 
Its Preferred Stock 


of American Superpower 
$6 cumulative first preferred stock 
have been offered in exchange $3 cumula- 
tive preferred stock of United Corpora- 
tion in the ratio of 2 shares of United 
Corporation for each share of American 
Superpower held. There are 274,678 
shares of United Corporation $3 pre- 
ferred available for distribution, and if 
all these shares are taken up it will re- 
sult in the retirement of 137,399 shares 
of American Superpower $6 cumulative 
first preferred, bringing the total shares 
outstanding to 339,761. There were 
574,155 shares of this stock outstanding 
at the end of last year. 

The offer is in line with American 
Superpower’s policy of retiring its first 
preferred stock, thus bring dividend re- 
quirements more in line with present 
limited earning power. Preferred divi- 
dend payments last year took $5 millions, 
or 92 per cent of total income. For the 
first 5 months of 1932, total income from 
dividends and interest amounted to 
$1,272,753 as compared with dividend 
disbursements on April 1, 1932, of 
$1,213,051, and on June 14, 1932, the com- 
pany omitted dividend payments of both 
preferred issues. Regular disbursements 
on the first preferred were resumed 
August 25, 1932, and arrears cleared up 
by declaration of $3 per share which was 
paid October 1, 1932. 

United Corporation $3 cumulative 
preferred stock has second preference as 
to assets and cumulative dividends, 
being preceded in the capital structure 
of that company by 1,000,000 authorized 
but unissued shares of first preferred 
stock. Earnings available for dividends on 
the $3 cum. preferred for the 9 months 
ended September 30, 1932, amounted to 
$4.20 per share as compared with dividend 
requirements for the period of $2.25 per 
share. 
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Board Room Brevities 


Or Gossip a Customers’ Man Hears 


Now that the morals of the movie industry have been attended to, the kingfishes 
are shopping around for a new czar in place of Will Hays, one who can prevent finan- 
cial mortalities. . . . A seventy-year-old ruling says that anything more than 4 of 
1 per cent is intoxicating and the Supreme Court has upheld it twice. . . . They 
are probably not seeking inspiration in names but the forming of that Hedge & 


Odd Lots 


You can buy a few shares of sea- 
soned stocks in a number of se- 
lected industries as conveniently 
as in the stock of one company. 


That is “diversification” and is a 
wall of protection thrown around 
your security holdings, guarding 
against unforeseen adverse con- 
ditions which may affect one stock 
and leave the others as supporting 
pillars of the investment. 


Une would know more fully the 
vantages of trading in Lots 
for our Booklet F. W. 556. 


100 Share Lots 


John Muir’. 
Members 
New York Stock Exchange 
39 Broadway New York 
Branch Ofice—11 West 42nd St. 


Price firm suggests that other Exchange members could do likewise, such as Turnbull 
& Howe, Sweet & Low, Sincere, Friendly and Noble, Sheriff & Pinkerton, dePlanque- 
Walker and Young & Bright. . . . What a trick of fate that the last six lots complet- 
ing the Roxyfeller Center development should have been sold to them by William 
Fox. . . . The Sub-Treasury had its flag flying upside down the other day, but we are 
still on the gold standard. . . . Two film companies are on the thin edge of nothing 
and a 5-and-10 chain has got a “‘to let” sign ready to hang out. . . . Pennsy is 
running the first of its electric passenger trains. . . . Young James Roosevelt is 
fast nearing that $5 million total in his insurance sales. .. . 


Wane Carter Glass was busy at Washington refusing the Secretary of the Treas- 
ury assignment, robbers were cleaning his Virginia home of all its silverware—figura- 
tively off the silver standard. . . . Remington Rand might be getting better results 
if the management would call a truce on their internal squabble. . . . For the first 
time in history more steel went into tin cans than into steel rails last year... . 
There are four generations of one family working in one of our downtown banks. . . . 
The food chains are going to make hash of it, Childs to Horn & Hardart and Foltis- 
Fisher to Waldorf—if present negotiations are completed. . . . That suspension of 
Daniel Manning McKeon for bear raiding last spring has been shortened by one year 
for good behavior. . . . The Japanese are coming into the market with a baby car 
half the size of the Austin. . . . U. S. Steel will be changing its New York address 
shortly for the first time in its history. . . . The Bank of U. S. scandal is due to be 
aired again with a by-line on a book furnished by a former vice-president who will 
mention names and what has he... . * 


War Debts? 


This important market factor analyzed. 
Send for sample copy, free, of our 


** Special Report on War Debts” 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


Lor, who is buying the back covers on the new N. Y. telephone directories, may 
get some competition from Charles Anderson, a former official, who is opening up a 
chain of his own. . . . That receivership for Illinois Life Insurance was given the 
muffled treatment in the press. . . . Revenue agents got all het up when they heard 
a distillery had blown up, but it was only the asphalt distillery of Standard of New 
Jersey in Charleston. . . . That stock and wheat speculator with the big rep is 
glad to write a series of articles for a leading mag for $12,500 while things are so 
dull. . . . The British tobacco companies are offering shoes as premiums for their 
tobacco coupons and sales have perked up in great fashion. . . . Jimmy Walker 
has been re-elected for a three-year term on the Board of Governors of the National 
Democratic Club, and is mentioned as envoy to France if he can raise enough money 
to hold down the job. .... 


in the 
business desert- 


Few recent business phenomena 
are more significant than the rapid- 
ity of growth and immunity from 
depression of the small-loan busi- 
ness—humanely extending credit 
to the masses. 


CONSUMERS CREDIT SERVICE, 
INC., a leader in this field, offers 
extraordinary inducements for safe 
profitable investment. 


Corns Dat, the President-elect’s son-in-law, is making plans for opening his own 
brokerage firm with Barney Baruch, Jr., and Herbert Bayard Swope going it with 
him. . . . That grow-your-own-vegetables plan of Henry Ford’s reached a successful 
conclusion up to the point of storing the crop for the winter, when chemicals destroyed 
the whole lot. . . . Fifty million gallons of packaged lubricating oil have been sold 
over the counters of other than service stations so far this year. . . . General Motors 
is spending $1,250,000 on the radio, and that based on only the minimum run of con- 
tracts. . . . Jersey Standard is also playing the air big with $425,000 or the equiva- 
lent of 3 million gallons of gas at 7 for $1. . . . That conflab between your President- 
elect and George Washington Hill of American Tobacco at Warm Springs had to do 
with increasing tobacco prices, which would not be a blessing for the 10-cent brands. 
. . . There are more than one million of those workingmen’s shirts to be sold at 
twenty cents each by that chain which paid $2.60 a dozen for them—now if we only 
had more workingmen. .. That extra speedy air trip across the continent by 
Jack Warner has divulged its reason in your newsreading. .. . 


Send coupon for copy of new 
booklet “An Oasis in the Desert”, 
giving full, interesting particulars. 


CREDIT SERVICE 
ASSOCIATES, Inc. 


T x. market godfather of Radio is giving up the ghost on commission business 
because of dullish conditions, and will devote his time to floor trading. . . . Four 
states have no bonded indebtedness, Florida, Indiana, Nebraska and Wisconsin, 
while New York has the largest—$444 millions, and South Dakota the largest per 


capita, $67.48. . . . Standard of New Jersey has the most beautiful service station 

in. the country right close to your national capital. . . . Violations of the National Graybar Bldg. New York 
Bankruptcy Act are keeping the U. S. Bureau of Investigation on the hop these 

days. . . . Truscon Steel has a new outlet for its steel in its traveling ‘‘Auto- NAME 

servitorium.” . .. A distinguished Englishman, Humphrey Orme Clarke, son of 

Sir Orme Clarke, whose mother was Elfrida Roosevelt, of presidential strain, has | | appeess 
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started learning his finance at a large downtown banking house, 
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Dividends Declared 


Regular 

Hidrs. of 
Company Rate Record 
Abbott Laboratories............ 50c Jan. 1 Dee. 19 
25c Jan. 3 Dee. 20 
10c 3 Dec. 20 
Am. Brake Sh, & Fdy........... 15c 31 Dee. 23 
$1.75 31 Dec. 23 
$1.50 3 Dec. 20 
Amer. Gas & Elec.............- 25c 3 Dec. 13 
2 $1.50 1 Jan. 9 
Am. Shipbuilding. ............. 50c 1 Jan. 14 
2 Dec. 15 

Anat Topeka & Santa Fe 
Axton ¥ 80c 15 Jan. 3 
Bush Terminal Buildings pf. . . .$1.75 Dec. 20 
Cannon Mills............ Dec. 17 
Cent. Aguirre Assoc. ...... Dec. 20 
leveland Elec. Illum...... Dec. 20 
Feb. 15 
Consum, Pwr. $5 pf......... $1.25 15 
15 
15 
Davenport Hos. Mills 19 
19 
$2 20 


Elec. Auto-Lite Co............. 


Pe- 
riod 
Q 
§ 
an, 
Q Dee. 
Q Dec. 
Q Jan. 
Q Jan. 
Q Feb. 
Q Feb. 
Q Jan. 
Q Jan. 
Q Jan. 
Q Jan. 
Q Jan. 
Q Jan. 
Q Mar. 
Q Apr. Mar. 
Q Apr. Mar. 
Q Apr. Mar. 
Q Apr. Mar. 
3 Jan. Dee. 
Jan. Dec. 
Q Jan. Dec. 
Q Jan. Dee. 
Q Jan. Dec. 
Q Jan. Dec. 15 
Endicott-Johnson.............. Q Jan. Dee. 19 
$1.75 Q Jan. Dec. 19 
Federal 25c Q Jan. Dee. 16 
Firat Nat. Stoves. ........... Q Jan. Dec. 15 
20e Q Jan. Dee. 15 
$1.75 Q Jan. Dec. 15 
General Baking. ............... 50c Q Jan. Dec. 19 
Gen. Gas & Elec. $6 cv pf. A....$1.50 Q Jan. Dec. 19 
Do $7 pf., A 1.75 Q Jan. Dec. 19 
Do $8 pf., A $2 Q Jan. Dee. 19 
Gen. Print Ink pf.. Q Jan. Dec. 17 
Falls I Q Jan. Dee. 15 
Graymur Q Jan. Dec. 16 
Homestake M Dec. 24 Dec. 20 
Household Finance, 8 Jan. 15 Dec. 31 
B Jan. 15 Dec. 31 
pf Q Jan. 15 Dec. 31 
Insurance Co. of N. A S Jan. 16 Dec. 3 
Inter. Carriers, Lid.............. 5¢ Q Jan. 3 Dec. 20 
Inter. Nickel, pf.............. $1.75 Q Feb. 1 Jan. 3 
50c Q Jan. 1 Dee. 15 
Irving AirChute............... 10¢e Q Jan. 3 Dec. 22 
Island Creek Coal.............. 50c Q Jan. 2 Dec. 22 
$1 Jan. 3 Dec. 17 
Jan. 5 Dec, 22 
$1.75 Q Jan. 1 Dee. 19 
25c Q Dec. 31 Dec. 16 
Marlin-Rockwell 25c .. Jan. 2 Dec. 22 
McKeesport Tin P.............. $1 Q Jan. 1 Dec. 15 
75¢ Q Jan. 1 Dec. 15 
Metal Package................. 1 [Q Jan. 2 Dec. 10 
Minn-Honey Reg. pf.......... $1.50 Q Jan. 2 Dec. 20 
Murphy (G. *C) Go. 8%pf....... $2 Q Jan. 3 Dec. 23 
2 8 Jan. 1 Dec. 12 
National Steel............... 1214 Dec. 30 Dec. 20 
OS SS 15¢ Q Jan. 1 Dee. 14 
N. England Pwr. Assn.......... 50c Q Jan. 10 Dec. 31 
Novadel-Agene, pf............ $1.75 Q Jan. 3 Dec. 21 
N. Y. Shipb’ding pf........... $1.75 Q Jan. 3 Dec. 20 
Ogilvie Flour Mills, Ltd.......... $2 Q Jan. 3 Dec. 23 
50c Q Jan. 1 Dee. 17 
Philip Mor. Cons. A.......... 4334¢ Q Jan. 3 Dec. 20 
50c Q Jan. 1 Dec. 20 
Safeway Strs. 6% pf.......... $1.50 Q Jan. 1 Dee. 19 
$1.75 Q Jan. 1 Dec. 19 
eee.” $2 Q Dec. 31 Dec. 10 
Southwestern Bell Tel. 7% pf...$1.75 Q Jan. 1 Dec. 20 
$1.50 Q Jan. 25 Dec. 31 
$1.75 Q Jan. 25 Dec. 31 
Stan Q Mar. 1 Feb. 
Q Mar. 1 Feb.11 
Starrett (L. 8.) pf............. $1.50 Q Dec. 30 Dec. 19 
Teck Hughes Gold Mines, Ltd. . .15¢ 8 Feb. 1 Jan. 15 
Thompson (John R.)........... 25¢ Jan. 3 Dec. 23 
Tide Water Associated Oi Q Jan. 5 Dec. 17 
.. Dee. 31 Dec. 17 
U. Jan. 2 Dec 19 
Jan. 2 Dec. 19 
veities & Lt. pf. . $1. Q Jan. 3 Dec. 16 
West Md. Dairy, pf........... $1.50 Q Jan. .2 Dec. 20 
W. Penn. Elec., pf. A.......... $1.75 Dec. 30 Dec. 17 
W. Penn. Pwr. 7% pf.......... $1.75 Feb. 1 Jan. 5 
ERAS. $1.50 Feb, 1 Jan. 5 
Winn & Lovett Grocery, bused 50c Q Jan. 1 Dec. 20 
Young (L. A.) Sp.& W.......... 25c Q Jan. 3 Dec. 19 
Adjustment 
Chi.. B & Quin. 
ot .. Inc. x's Q Jan. 1 
Reduced 
Alum Goods Mfg............... 10e Q Jan. 1 Dec. 21 
.. Jan. 3 Dec. 2 
Bucyrus-Erie 7% pf..............$1 Jan. 3 Dec. 19 
Diamond Shoe................. 15c Q Jan. 2 Dec. 20 
Nat. Seréen Service............. 25c Q Jan. 1 Dec. 20 
Pratt & Lambert............. a Jan. 3 Dec. 15 
Safeway Stores................ 7. Q Jan. 1 Dec. 19 
124%c Q Jan. 16 Jan. 5 
Stock 
General Electric............. . *Feb. 20 Dec. 16 


common stock held 


Underlying Bonds of Weak 
Railroads 


By Georce H. Dimon 


HE indications are that further 

railroad receiverships can not be 

avoided, and that several steam 
carriers, possibly including some systems 
of major importance, will be placed 
under the protection of the courts in 1933. 
It is generally recognized that some rail- 
roads will not be able to carry their 
heavy bond capitalizations, even if there 
should be a moderate improvement in 
general business conditions next year, 
and in these cases, scaling down the fixed 
charges seems inevitable. The ap- 
proval of the incoming Federal administra- 
tion and other strong support suggest 
the probability of the enactment, some 
time in 1933, of new legislation simplify- 
ing the processes of reorganization and 
readjustment of railroad capital struc- 
tures. Laws of this nature, preventing 
interference by a minority when an 
arbitrary percentage of the security 
holders (two-thirds and three-quarters 
are the figures most frequently men- 
tioned), approve a capital readjustment 
plan, would probably make most receiver- 
ships unnecessary. If a law of this sort 
were now in force, the St. Louis-San 
Francisco would probably not be in 
receivership. However, the probabilities 
are that no law of this nature will be 
placed on the statute books until several 
other situations have come to a head. 

In reorganizations of either the volun- 
tary or the involuntary type, the holders 
of the junior mortgage or unsecured 
debenture bonds almost invariably have 
to accept all or most of the sacrifices 
involved. Bonds secured by first liens 
on important mileage are usually left 
undisturbed, or if readjustments are 


made, they are not such as to cause any 
loss of principal or interest, in the long 
run, to the holders. This is because the 
owners of the bonds could, upon default 
in the payment of principal or interest, 
foreclose upon the indispensable property, 
take possession, and prevent further 
operation of the system. Holders of 
junior bonds could not go to such lengths, 
because of the prior rights of the owners 
of the senior liens. Therefore, we find 
that the records of past reorganizations 
show that the senior bonds have come 
through unscathed where the properties 
covered by the liens were necessary to 
continued operation of the system. It is 
not sufficient that a railroad bond have 
first mortgage security; the property 
covered by the lien must be profitable 
or of strategic importance. Sometimes 
the main object of receivership and reor- 
ganization is to rid a system of the burden 
of unprofitable mileage. 

Because of prevailing uncertainties, 
numerous strongly situated railroad 
bonds, underlying issues secured by first 
liens on important mileage, are currently 
selling very substantially below par. 
There are undoubtedly possibilities for 
capital appreciation, over a term of years, 
as well as assurance of continued income 
from these bonds. Other issues which are 
quoted at less sizeable discounts appear 
moderately attractive on a yield basis. 
A selection of underlying bonds is pre- 
sented in the tabulation accompanying 
this article. 

Some investors can undoubtedly find 
attractive opportunities in this group. 
However, it must be emphasized that 
there are important qualifications which 


STRONGLY SITUATED BONDS OF WEAK RAILROADS 


jOut- Re- 
standing cent 
BOND: Per Mile Price (Secured By First Lien On 
Baltimore & Ohio Southwestern Division 528 -~  ‘Siae O., to East St. 


*Chicago, Milwaukee & St. Paul 
first) 3 4s, 4 4s, 4 %{s 


*Chicago, Rock Is. & Pacific 


22,238 143 


6,213 i of the 10,280 miles of 
owned first track in the Milwaukee 
system. 
1,065 miles—Chicago to Colorado 
Springs, Colo., 669 miles—Daven- 


19,113 port, a., to north bank of Red River, 
Okla., 1,457 miles other parts of 
Rock Island system. 
*(Denver & Rio Grande Western) 314 miles—Crevasse, Colo., to Og- 
Rio Grande Western Ry. den, Utah, 102 miles other parts of 
. 1,377 miles of the 2,593 miles of 
*Missouri, Kansas & Texas owned first track in Missouri-Kansas- 
wa 22,299 75 Texas system (including M.-K.-T. 
of Texas). 
(Missouri Pacific) 
*Pacific R.R. of Missouri 281 miles—St. Louis to Missouri— 
*N. Y., Chicago & St. Louis (o miles—Buffalo, N. Y., to Chi- 
32,801 71 \ cago, Il. 
(St. Loule-Ben Francisco) 486 miles—Kansas City, Mo., to 
eee City, Fort Scott & Memphis Memphis, Tenn.; 134 miles—Olathe, 
ref. (now first) 4s, 1936.......... 19,483 46 } Kan., to Ash Grove, Mo.; and 418 
miles in other parts of the system. 
St. Louis Southwestern 411 miles—Delta, Mo., to Texar- 
eee rer een 16,247 64 { kana, Tex.; and 180 miles in other 
parts of the system. 
Southern yg * 1,783 miles of the 4,128 miles of 
rrr rrr 24,119 60 4 owned first track in Southern Rail- 
way system. 
*Texas & Pacific 1,394 miles of the 1,842 miles of 
13,559 85 first track in Texas & Pacific 
system. 
*Waba th R.R. + .520 miles of the 2,040 miles of 
21,979 owned first track in Wabash system. 


*Undisturbed in last reorganization. 


+Pledged bonds not included. {Quotation for the 4% issue 
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must be made in respect to any recom-" 
mendation of bonds in this category. 
The first is the probability of further 
instability of market price. Some of 
these bonds will show rather wide price 
fluctuations in the next few months. 
It will be somewhat surprising if one or 
two (or possibly more) of the companies 
represented in the tabulation do not go 
into receivership before the end of the 
first half of 1933. News of receivership 
has, in the past, caused some rather 
sharp declines in the market price of 
even the underlying mortgage bonds of 
the railroad companies affected. Events 
of less importance and general uncer- 
tainty may cause price losses in other 
eases. On the other hand, events of 
general or particular constructive signifi- 
eance would probably cause some sharp 
advances. 

The degree of danger of receivership is 
by no means uniform in the list of bonds 
accompanying this article. Some of the 
companies included will almost certainly 
avoid receivership unless general economic 
conditions grow considerably worse in- 
stead of improving in 1933. Others ap- 
pear likely to go into receivership unless 
new railroad finance laws are passed or 
general conditions show marked im- 
provement. Some are border-line cases. 
Two of the companies represented are 
already in receivership. 

Another important qualification is 
that, although continuance of regular 
interest payments seems assured, there is 
no certainty of full payment in cash of 
the principal on the maturity date in the 
ease of the short maturities. Extensions 
of underlying bonds will probably be 
effected in several cases during the next 


two years. Where capital readjustments 
are effected, some extensions will proba- 
bly be made even when the maturities 
are more than two years distant. For 
instance, under the voluntary readjust- 
ment plan for the St. Louis-San Francisco 
(which the management is still hoping to 
consummate although receivers have 
been appointed), the Kansas City, Fort 
Seott & Memphis 4s, 1936, would be 
extended for ten years to 1946, no change 
being made in the principal amount or 
the rate of interest paid. 

The other qualification which must be 
made is a very broad one. In judging the 
prospects for future reorganizations, 
we must, of necessity, rely very largely 
upon the precedents furnished by past 
experience. In the main, it appears 
probable that the formulas used in reor- 
ganizations of the past will be followed 
in the future in respect to most essential 
aspects. At the same time, it must be 
recognized that the present situation, 
both in regard to the problems peculiar 
to the railroads and the broader funda- 
mental difficulties arising from the gen- 
eral economic situation, has no exact 
parallel, and that as a consequence the 
remedies to be adopted and the readjust- 
ments to be effected in 1933 and subse- 
quent years may differ in an unexpectedly 
large degree from what would be indi- 
cated by historical precedent. 

Even when due recognition is given to 
these aspects of the matter, it appears 
that the bonds included in the tabulation 
should be immune from reduction of the 
stated principal amounts or the rate of 
interest paid in the event that the com- 
panies represented would have to undergo 
capital readjustments. 


Firestone Tire’s Prospects Improved? 


ITH earnings of only 4 cents per 
share reported by the Firestone 
Tire & Rubber Company for the 
first six months of the last fiscal year, 
stockholders were surprised in the showing 
made by the annual report for the twelve 
months ended October 31, 1932, which 
disclosed a net profit of $1.07 per share 
for the entire year and covered the $1 
annual dividend rate. This compares 
with a net profit of $1.26 per share for 
the 1931 fiscal period, which however, ex- 
cludes a special adjustment of $1.8 million 
in net current assets of foreign subsidiaries 
on account of depreciated currencies. 
The principal reason for this favorable 
result of the second half of the last fiscal 
year as compared with the previous six 
months is to be found in changes in the 
price structure for the two principal raw 
materials, rubber and cotton. As of 
October 31, 1931, quotations for these 
commodities in New York were 4.45 cents 
for a pound of crude rubber and 6.70 
cents for a pound of cotton. At the end 
of last April, the close of the first half of 
the company’s fiscal year, prices were 3 
cents and 5.6 cents per pound respectively, 
which indicates substantial inventory 
losses as Firestone follows the policy of 
carrying its inventories at cost or market 
whichever is lower. This downward price 
trend for raw materials has been a source 
of permanent losses in the tire and rubber 
industry for the last three years, and is 
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largely responsible for the sharpness of 
the downward earnings trend during that 
period. Since last April the situation has 
changed, and at the close of the fiscal 
year, on October 31, 1932, rubber was 
quoted at 3.50 cents per pound and cotton 
at 6.15 cents per pound. 

In anticipation of more stable and, in 
the aggregate, better prices for these raw 
materials, the company has accumulated 
large stocks which according to the of- 
ficial report are more than enough to take 
eare of needs for the entire year 1933. 
Thus from an inventory point of view the 
company has entered the current fiscal 
year in an advantageous position, as pre- 
vailing prices for these commodities are 
still below their production costs. 

Rigorous curtailment of overhead ex- 
penses and production costs, involving 
wage and salary cuts, is another factor re- 
sponsible for the satisfactory results 
shown for the last fiscal year. A third 
factor making for stability of earnings is 
the continuance of the company’s pro- 
gram of diversification of its products, 
based upon the results obtained in its re- 
search laboratories. Thus last year a de- 
partment was installed for the manufac- 
ture of spark plugs and brake lining, which 
latter division has developed a new water- 
proof brake lining favorably accepted by 
the market. While tires represent the bulk 
of the company’s production it also manu- 
factures storage batteries, anti-freeze, 


1 SELECTED STOCKS 
FOR THE RECOVERY 


—Indicating the most profitable invest- 
ments for the next market advance 


Te assist investors in capitalizing fully 
the profit of improved 
markets in 1933, our staff has drawn up a 
diversified common-s program, consist- 
ing of 
Five very low priced stocks 
Three selling below net quick assets 
Five sound investments 
Two stocks in coming industries 
HESE stocks have been Selected by the 
accurate ‘‘UNITED OPINION” method, 
offering a constructive plan even for the in- 
vestor with moderate capital who wants to 
sure of cipation in the coming 
recovery. 
{ This ‘“‘UNITED OPINION” list is not } 
available through any other source. 
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New Decline 
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American Institute of Finance 
260 Tremont Street, Boston, Mass. 


$1,000 is the Reward 


of saving regularly $10.00 a month for 

84 months, which with dividends of 5% 

compounded quarterly, gives you $1,000. 
Call or write for booklet F W-1 atte 
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SAVINGS INSTITUTION 
195 Broadway St. “162 West Broadway, N.Y.C. 


Resources over "000, 000.00 


Did YOU Make Money 


during the past few weeks ? 
OUR CLIENTS DID!... by acting upon the 
recommendations contained in our weekly trading 
bulletin, ‘“‘ Market Action.’’ ‘‘Investment Outlook’ 
(every other week) is for conservative, long-swing 
investors. Send for FREE sample copies. Or, send 
$1 for 1 month’s trial. 
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Now Distributed Through 
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COMING DIVIDEND MEETINGS 
FRIDAY, DECEMBER 16 


Bayuk Cigars, Inc. 
Duquesne Light Co. (Pfd.) 


Modine Mfg. Co. 
Ohio Public i 
Scott Paper 


SATURDAY, DECEMBER 17 


Central Hudson Gas & Elec. 
(Pfd. & Com.) 


Lane Company, Inc. (Pfd. & 
Com.) 


MONDAY, DECEMBER 19 


Birminghamton Gas Works 
(Pfd. 


Consol. Car Heating Co. 
Gotham Silk Hosiery (Pfd.} 


TUESDAY, DECEMBER 20 


Amer. Security & Trust 
(Wash., D. 

Arundel 

Baker (J. T.) Chemical Co. 
(Pfd.) 


British Amer. Tobacco Co., 
Ltd. 


Canada Dry Ginger Ale 

Carnation Company (Pfd.) 

Consol. Chemical Industries, 
Inc. (Pfd.) 

Cudahy Packing Co. 

Food Machinery (Pfd.) 


WEDNESDAY, 


Abraham & Straus (Pfd.) 
American Hardware Cop 
Austin, Nichols & Co. (Pfd.) 
Byers (A. M.) Co. (Pfd.) 
Central Power Co. (Pfd.) 
Swift International 
Creamery Package Mfg. (Pfd. 
& Com.) 


Franklin Process Co. 
Johnson Publishing Co. (Pfd. 
& Com.) 


Fostoria Pressed Steel Corp. 

Howe Sound Co. 

Iowa Public Service Co. (Pfd.) 

Keystone Tel. Co. of Pa. 
(Pfd.) 

Link Belt Co. (Pfd. & Com.) 

N. Y. Title & Mortgage Co. 

Public Service Co. of Colorado 
(Pfd.) 

Public Service, N. J. (Pfd.) 

Seagrave Corp. (Pfd.) 

Young (J. 8.) Co. (Pid. & 
Com.) 
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Kansas City Southern (Pfd.) 
Macy (R. H.) & Company 
Norwich Pharmacal Co. 

Otis Elevator Co. (Pfd. & 


Com.) 
Pennsylvania Salt Mfg. Co. 
Philadelphia Electric Co. 
Stahl-Meyer, Inc. (Pfd.) 
Thatcher Mfg. Co. (Pfd.) 
Weinberger Drug Stores, Inc. 


THURSDAY, DECEMBER 22 


Alaska Juneau 

American News 

Ca'ifornia-Oregon Pwr. (Pfd.) 

Continental! Ins. Co. 

Continental Insurance Co. 

Ely & Walker Dry Goods 
(Pfds.) 


Fidelity Phenix Fire Ins. Co, 
Fidelity Phenix Ins. Co. 


Hudson & Manhattan R. R., 
Co. (Pfd.) 
Hudson & Manhattan R. R. 


(Pfd.) 
National Distillers Products 
Tel. 
ing 
Squibb (E. R.) & sons 
Telautograph Corp. 


FRIDAY, DECEMBER 23 


Holvoke Water Pr. 
Pacific nd Cement 


SATURDAY, DECEMBER 24 


Commonwealth Life Ins. Co. 
Firestone Fire & Rubber Co. 


International Printing 
(Pfd.) 


TUESDAY, DECEMBER 27 


Allied Chem. & Dye (Com.) 

American Can 

American Ice (Pfd. & Com ) 

American Lt. & Traction 
(Pfd. & Com.) 

Boss Manufacturing Co. 

Crowell Publishing Co. (Pfd.) 


WEDNESDAY, 


Amer. Shipbuilding (Pfd. & 
Com.) 


Bandini Petroleum 

Commonwealth Tel. 
(Pfd.) 

Tilinois Commercial Tel. 

¥ Telephone Co, 


Co. 


Hartford Electric Light 
Hershey Chocolate 

Lane Bryant, Inc. (Pfd.) 
Michigan Elec. Pwr. (Pfds.) 
Norfolk & Western Ry. Co. 


(Pfd.) 
U. 8. Smelting (Pfd. & Com.) 


DECEMBER 28 


New Jersey Zinc Company 

Pacific Lighting 

Sharp & Dohme 

California Gas Corp. 

Westinghouse Elec. & Mfg. 
(Pfd.) 


THURSDAY, DECEMBER 29 


Buffalo General Laundries 
oy Fund Ins. Co, 


McG Stores . (Pfd.) 
Toledo Edison Co. (Pfds.) 


FRIDAY, DECEMBER 30 


American Home Products 
Faultless Rubber Co. 


Southern California Edison 


TUESDAY, JANUARY 3 


American Smelting 


Campe Corp 


WEDNESDAY, JANUARY 4 


Atlas Powder Pfd. 


THURSDAY, 


Bon Ami Company 


JANUARY 5 
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rims, a number of other automotive ac- 
cessories and rubber footwear. 

Total sales last year reached an amount 
of $84.3 millions as against $113.8 millions 
for the previous twelve months. On the 
other hand, cost of sales and operating 
expenses for the last fiscal year were re- 
duced to 86.5 per cent of total sales as 
compared with 89 per cent for the previ- 
ous fiscal period. The sum set aside for 
depreciation of plants and equipment 
was maintained at a conservative scale 
and amounted to $5.2 millions as against 
similar provisions of $5.6 millions for the 
1931 fiscal year. 

The company’s financial position as 
shown in the October 31, 1932, balance 
sheet was very strong with current assets 
of $53.2 millions against current liabili- 
ties of but $3.9 millions, or a ratio of 
13.6-to-1, compared with a ratio of 11.3- 
to-1 at the end of the 1931 fiscal period. 
Current assets according to the last state- 
ment included $13.1 in cash as against 
$11.7 last year, and inventories were car- 
ried at $26.8 millions or a reduction of 
$2.3 from the position of October 31, 1931. 


The Liberian Plantations 


Several years ago, in order to become 
independent from the English and Dutch 
controlled rubber plantations in the Far 
East, Firestone started its own rubber 
plantations in Liberia. However, further 
developments of this project were post- 
poned last year, due to the fact that raw 
rubber can be obtained from the old 
plantations in the Far East at prices 
which are below production costs. Conse- 
quently only $180,000 was expended on 
the Liberia project in 1932 as against 
$300,600 in 1931. The final benefits to be 
derived from this Liberia venture are 
still a matter of conjecture which only time 
can satisfactorily answer. It appears 
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unlikely that at any time in the near futur 
these plantations in Africa will be able ty 
provide for the total needs of the company, 
At the present time Firestone maip. 
tains its own buying agencies in the Fa 
East, which purchase crude rubber 4. 
rectly from the plantations. Cotton -js 
likewise bought in the primary markets 
and shipped to the Firestone Cord Fabric 
Mills in New England, which have ap 
annual capacity of 45 million pounds, 
This direct buying of raw materials re 
sults in large savings which enhance the 
competitive positions of the Firestone 
Company in the rubber industry. 


The Rubber Price Situation 


While basically all factors point toward 
a promising future, there is an unsettling 
factor in the price situation in the mar 
kets for the company’s finished products, 
The reduced volume of business available 
as a result of the prevailing depression 
has been an incentive to unsound praw 
tices in the merchandising of tires and to 
such price cutting that profit margins 
have narrowed considerably. Further. 
more, technical progress in the manufac 
ture of tires has lengthened their lives to 
a present average of 18,000 miles, and 
the replacement business suffered 
correspondingly. On the other hand, if 
the hopes of the automobile industry for 
a moderate increase of production during 
the coming years materialize, the market 
for Firestone products should show a 
similar improvement. 

Despite the fundamentally sound poe 
sition of the company, prospects for the 
immediate future are only fair. However, 
from a long range point of view the coms 
pany’s 6 per cent preferred stock (cur 
rently quoted around 60) appears to 
represent one of the most attractive 
speculations among rubber stocks, 


France’s Tactless Blunder 


EFUSAL to honor her debt instal- 
ment unless we pledge ourselves 
beforehand to an international conference 
looking to a readjustment of this vexa- 
tious problem is bound to react unfavor- 
able upon France. If she maintains this 
peevish position she will see herself more 
or less isolated from the nation which has 
been her most generous friend and bene- 
factor. The action of her parliament is 
not understandable, for it is so contrary 
to the policy of the French people in 
upholding so vehemently the sanctity of 
the contract. The amount of the pay- 
ment was so small, but $19 millions in 
all, that it was not worth while to with- 
hold it when so much was at stake, and 
human intelligence should have dictated 
that it would have been accepted as a 
friendly gesture that would have stood 
France in good stead when neogitations 
with the nations seeking a realignment of 
international debts to the capacity to 
meet them would be resumed, as inevit- 


ably they must. Great Britain acted 
with much sounder judgment, though she 
is not in as strong a financial position 
to meet her payment which, furthermore, 
amounts to nearly five times that of 
France. When a debtor defaults the 
adverse reaction falls more upon his shoul- 
der than on those of the creditor, for it 
creates difficulties when additional credit 
is required. Hence the repercussion on 
France’s financial position will be felt 
seriously unless she quickly revises her 
stand. 

America can wait. She can treat more 
liberally with her other debtors. All this 
France sacrifices and, what is of greater 
worth, she blindly forfeits her vast trade 
with our country—in fineries, and in 
tourist trade. More sober consideration 
may cause France to turn from her hot- 
headed intent to bludgeon us into prom- 
ises, and resort once more to her tactful 
diplomacy in place of a policy of tactless 
blundering. 
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Nickel Plate Note Holders 
Get Cash 


N IMPORTANT precedent was es- 
A tablished last week by the action of 
the Interstate Commerce Commission and 
the management of the Reconstruction 
Finance Corporation in approving an 
jmmediate advance of R. F. C. funds 
to the New York, Chicago & St. Louis 
(Nickel Plate) for the purpose of making 
the 25 per cent payment on the 6 per 
cent notes of October 1, 1932, maturity 
as promised under the management’s 
refinancing plan. Although the I. C. C. 
had approved a loan of $5.6 millions by 
the Finance Corporation for the purpose 
of meeting the payment of 25 per cent of 
the principal and 3 per cent interest 
on the condition that ‘‘substantially all” 
of the notes be deposited in assent to the 
refinancing plan, and only about 82 
per cent of the notes have been obtained, 
the application for an immediate loan was 
granted. The management reported that 
only 0.29 per cent of the holders of the 
notes had given evidence of active 
opposition to the plan, and that 6 per 
cent of the notes could not be found. 
The I. C. C. agreed that the refinancing 
plan had been ‘‘prosecuted with due 
diligence,”’ and that the immediate avail- 
ability of funds for the payment of part 
of the principal and the interest due 
would stimulate further deposits. There 
is a reservation to the effect that, should 
the company go into receivership before 
the plan is fully consummated, payments 
out of the funds advanced by the R. F.C. 
would stop. 

Holders of deposit receipts may now 
obtain payment of the following for each 
$1,000 principal amount: (a) $250 in 
cash, being 25 per cent of the principal 
amount; (b) $30 in eash, being for the 
payment of the interest coupon due 
October 1, 1932; (c) $3 in cash, being 
interest on the $250 cash payment from 
October 1, 1932, to December 12, 1932; 
and (d) $750 principal amount of the 
company’s new 3-year 6 per cent notes. 
Holders of deposit receipts should pre- 
sent these receipts to the Guaranty 
Trust Company of New York to obtain 
the cash and new notes; holders of unde- 
posited notes should present the notes to 
the same institution. 
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Figures on the Farmers’ Plight 


“TAS ARMERS are finding it extremely 

difficult, and many find it impos- 
sible, to pay their taxes and other fixed 
charges,”’ says the Bureau of Agricultural 
Economics, U. S. Department of Agri- 
culture, in the December report on the 
farm situation. It states further that 
there is ‘‘universal complaint that fixed 
charges now swallow income.” 

Farm income in the United States de- 
clined from a high of about $16 billions 
in 1919 to $11 billions in 1929. Since that 
year, as a result of the sharpness in the 
fall of prices for agricultural products, 
farm income has witnessed a further cor- 
respondingly steep decline. Figures for 
1930 give gross income from agricultural 
pursuits of $7.6 billions, but for 1931 only 
$5.6 billions were reported and estimates 
place the gross cash income for the farm- 
ing population in the United States for 
the current year at $4.6 billions. 

On the other hand, the financial obliga- 
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questions as 


—When to buy 
—When to sell 


ine conservatism. 


this coupon, today. 


You may send me a copy 


5,436-Word Investing 
and Trading Pamphlet 


Wetsel Advisory Service, Inc. 
long held, popular fallacies and half-truths about investing, 
it lays bare the basic principles that protect capital and make 
possible a more rapid growth. 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building, New York 25 


of “How to Protect Your Name......... 
Capital and Accelerate 
Its Growth . . . Through 
Trading.” No obligation. Address....... 


A new investment and trading philosophy is outlined in 
a remarkable article by a staff member of the A. W. 


Stripping the trappings from 


@ It deals fearlessly and specifically with such puzzling 


—Which securities to deal in 


—When to stay OUT of the market 
—Why statistics fail to signal vital turning points 
—tThe secret of forecasting trends 
—The superiority of Technical Analysis 
—What are forecasting factors and what are not 


@ In addition, it shows the real CAUSES of most financial 
losses and tells how to make substantial progress through 
the adoption of dynamic, positive methods that make for genu- 


@ Send for this pamphlet—see for yourself how old pre- 
cepts have failed, how this new understanding of invest- 
ment principles not only protects but builds up capital. Mail 


tions for mortgages and taxes have re- 
mained practically stable in recent years, 
although currently a moderate decline in 
the total of farm mortgages is reported, 
largely as a result of foreclosures. The 
present total of farm mortgage debts is 
about $9 billions. Interests and other 
costs on these mortgages amount to 
approximately $550 millions per annum 
which means that during the current 
year, about 8 per cent of the gross cash 
income of the farmers is absorbed by this 
mortgage service as against 4 per cent in 
1920 and 3 per cent in 1910. 

Farm property taxes during the period 
of depression have for all practical pur- 
poses not changed in the aggregate, al- 
though some relief has been extended in 
a few states. These taxes today take 
about 11 per cent of gross farm income 
as compared with only 4 per cent before 
the war. Thus mortgage charges and 
taxes consume almost 20 per cent of the 
farmer’s total gross income. 

There are only two ways out of this 
dilemma, which affects about 22.3 per 
cent of the total population of the United 
States, viz., revision of the mortgage 
debts and reduction of farm property 
taxes, or a return of agricultural com- 
modity prices to a price level which would 
make these debt burdens again bearable. 


She PRICE RANGER 


provides a simple and inexpensive means of 
eeping a graphic record of the day-to-day price 
fluctuations of individual stocks, or stock aver- 
ages, in a permanent and useful form for ref- 
erence. Write For Details 


REAMER KELLER 


53 Park Place, New Yo.k 


LIMITATION ON STOCK 
AND BOND LOSSES 
ON INCOME TAX RETURNS 


* Accountant’s Tax Kit Contains: 


Analysis of changes in new law affecting 
Federal income tax returns for year 10932. 


Copyright form SOS ’32 for recording Sales of 
Securities in 1932 with gain or loss classified as 
to taxability and deductibility in accordance 
with new law (six copies). 


Explanation of “Limitation on Stock Losses” 
and instructions for the use of Form SOS °32. 


*This ‘‘Kit"’ will also enable you to analyze clients’ 
stock transactions and advise them (individ- 
uals and corporations) which securities to hold, 
and which to sell prior to Dec. 31, in order 
to minimize their 1932 Federal income taxes, 


Bound loose-leaf cover, 814 x 11, $1 postpaid 


JOSEPH J. MITCHELL, C. P. A. 
198 Broadway New York 
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THE FINANCIAL POST 


- SURVEY of MINES 
1933 
| Delivery 


Information with comparative 
figures on stock market values, 
production, mining costs, divi- 
dends, ore values, on every mining 
camp, every producing and de- 
veloping mine in Canada.  In- 
cludes also a directory of mine 
managers and mining engineers 
and geologists. Gives exclusive 
record of mining activities and 
leases in Newfoundland. 


Order Your Copy Now, $2 


THE FINANCIAL POST 
153 University Avenue, 


TORONTO, CANADA 


THE MORTGAGE BOND RACKET 


By ERNEST ALLAN BARBEAU 
Describes the practices by which 8,000,000 
investors stand in danger of losing $10, 000- 
000,000 — the world’s greatest $1. 25 5 
financial debacle. Price.......... 


ROLAND SWAIN COMPANY, PUBLISHERS 


BOX 4262 PHILADELPHIA 


You Can Earn Money Now 


YOU ASK HOW? 


IMPLY by acting as special representative 

of THE FINANCIAL WorLD in your own 
community as well as in surrounding towns 
if desired. 

We have decided to add 25 energetic sub- 
scription salesmen to our staff. e suggest 
you make application at once if you wish to 
be considered in our big 1933 campaign. To 
those whose record and background are satis- 
factory, we offer a liberal commission on every 
new subscription and in addition a substantial 
bonus for every five orders. 

Write today for details and mention 
briefly your past business experience. 


: H. L. Vonderlieth 
The Financial World 


© 53 Park Place - - New York, N.Y. 


Sbhotland Sbhotland 


e e Men’s Tailors « « 
15 West 45th Street, New York 


EVENING CLOTHES 


ADE to order. 

Distinguished 
for theirsmartness and 
style. Fines’ imported 
cloths used exclu- 
sively. Hand tailored 
workmanship. 


Drastically 
Reduced 
1932 Prices 
A cordial invitation 
awaits you at. our 

establishment. 


Edited by A. Weston Smith, Jr. 


4 Abbott Laboratories 


There appears to be no doubt concerning 
the continuance of the $2 annual dividend 
because earnings of Abbott Laboratories 
in the eleven months ended November 30, 
1932, equalled $2.25 a share on 145,000 
common shares. There is no comparison 
available. Earnings for 1931 equalled 
$2.81 a share. This week the manage- 
ment will distribute a Christmas bonus 
to employees, amounting to 5 per cent of 
the past month’s salary. 


ALUMINUM, Lid., is planning another 
shipment of aluminum to Russia in ez- 
change for oil. 


4E. L. Bruce 


Three of the new specialty products man- 
ufactured by E. L. Bruce Company, 
largest hardwood flooring manufacturers 
in the world, are forging ahead in con- 
sumer demand and have begun to add to 
the company’s gross revenues, according 
to President R. G. Bruce. Bruce’s ‘ Floor- 
Finish,” introduced only a year ago, is 
now being sold through 52 jobbers and 
more than 700 retail outlets. ‘‘Ever- 
bond,” an asphalt material for cementing 
tile, is being distributed through national 
jobbers. Bruce’s preserved lumber is now 
being used in the manufacture of bodies 
for Nash Motors and Checker Cab. 


CANADIAN DREDGE has declared a 
$1 annual dividend, against 75 cents a 


year ago. 


4 Cord Corp. 
Continuing his program to establish the 
largest air transport system in the coun- 
try, E. L. Cord has obtained operating 
control of American Airways, one of the 
nation’s three transcontinental air lines. 
This follows the purchase of the New 
York-to-Buffalo air line of the Frank 
Martz Coach Company. It is understood 
that Mr. Cord is also interested in acquir- 
ing the Northwest Airways, which operate 
passenger and air mail lines from Chicago 
to St. Paul, by way of Milwaukee, from 
Milwaukee to Green Bay, from St. Paul 
to Pembina, near the Canadian border, 
Fargo to Mandan and Omaha to Twin 
Cities. It is generally understood that 
all of the holdings of Cord Corporation in 
air transportation systems will be turned 
over to Aviation Corporation. 


FOLTIS-FISCHER’S receivership has 
been extended until January 12, 1933, by 
which time new owners may be found for 
the property. 


4Gt. At. & Pac. Tea “Bt” 
The announcement that dollar sales for 
Great A. & P. had shown a decline of 14.37 


per cent for the Thanksgiving month of 
November, as compared with the same 
month of 1931, came somewhat as aq 
surprise because it had previously been 
reported that the company’s anniversary 
sales during the month had been very 
successful. Sales for the 39 weeks ended 
November 30, 1932, declined 15.87 per 
cent. The company’s fiscal year does not 
close until February 28, 1933, but there 
now appears to be little doubt that earn- 
ings will show a decline as compared with 
the $13.40 a share reported for the 1932 
fiscal year. It is believed that the present 
$6 annual dividend will be maintained, 
but in some quarters doubt has been 
expressed concerning the continuance of 
the $1 extra which has been distributed 
regularly since September 1, 1931. 


McGRAW ELECTRIC, manufacturers of 
the *‘ Toastmaster”’ electric toaster, has in- 
creased operations from a 6-day to 7-day 
per week basis. 


4 Niagara Hudson Pwr. “Cr 


In contrast to the increasing activity of 
many utilities in sales of household eleec- 
tric appliances, Niagara Hudson Power 
has announced that it will withdraw 
entirely from the sale of gas and electric 
appliances in its territory. Efforts will 
be continued, however, to encourage the 
increased use of electric current and gas 
by offering consulting service to custo- 
mers on adequate wiring, home making 
and lighting. The company’s stores which 
have retailed appliances will be con- 
verted into continuous electric and gas 
displays. 


NOVADEL-AGENE, as suggested in last 
week’s issue, has increased its annual divi- 
dend rate from $4 to $5. 


4 Quaker Oats 


In conformity with the declining price of 
oats, now around a record low of 15 cents 
per bushel, Quaker Oats has again cut the 
price of its breakfast food lines. The 
latest cut in prices brings the total re- 
duction to 30 per cent, of which 74% per 
eent is a standard reduction and the 
balance a mark down in connection with a 
special offer to retailers. So far as losses 
on inventories are concerned, Quaker Oats 


CURB RATING CHANGES 


Subscribers should revise ratings according 

to the following changes in order to bring 

their Financial World Appraisal ratings up 
to date. 


Crowley Milner. to D+ 
Quaker BE to B 


THE FINANCIAL WORLD 
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jsactually unaffected because of its grain 
puying policy and hedging. Large econo- 
mies in operations have been made this 
year but it is doubtful if these will offset 
the loss in profit margin through reduced 

ices and declining sales volume. It is 
expected that the annual report will show 
the $4 annual dividend earned, as the 
directors have already met and declared 
the $1 quarterly payment due January 16, 
1933, to holders of record December 31, 
1932. 


ROAN ANTELOPE’S new Prescot re- 
finery, which is scheduled to turn out 200 
million pounds of copper per year, will be 
opened in January. 


4 United Gas “>” 
A special meeting of the stockholders of 
United Gas has been called for December 
29, 1932, to consider and act on a proposal 
which would reduce the amount of capital 
represented by the common stock from 
$14.91 a share to $1 per share and change 
all of the present common shares of no 
par value into an equal number of shares 
of $1 par value. It is not proposed to 
change the number of authorized shares of 
either the common or preferred stocks. 
After changes are made, the capitalization 
of the company will be $141.3 millions, 
which will include $100 each for the 
449,811 shares of $7 preferred and 884,680 
shares of $7 second preferred and $1 each 
for the 7.8 million shares of common stock 
outstanding. The change in capital will 
also permit the readjustment of certain 
book assets as well as an increase in the 
capital surplus of around $14 millions. 


WIL-LOW CAFETERIAS has deferred 
the annual meeting of the stockholders to 
January 17, 1933, because of the plan to 
ask for an increase in capital stock. 
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The Tax Law Has Been 
Changed 


ONGRESS may be talking new taxes, 
but investors about this time of the 
year begin thinking of taking steps to 
reduce the amount which will have to be 
paid Mareh 15. The way is not as easy 
now as it has been in former years, for 
the Revenue Law of 1932 contains a 
number of important changes. One of 
the most outstanding of these is that 
losses sustained from the sale of securi- 
ties held two years or less can be used 
only as an offset against gains on securities 
similarly held, and cannot be used as a 
deduction against general income. How- 
ever, such losses as are not used as an off- 
set against the current year’s gains, may 
be carried over to the succeeding year 
(but no further), and then deducted from 
ordinary gains. In this case, the loss 
cannot exceed one’s net taxable income 
for the preceding year. 

Losses on securities which have been 
held for more than two years are regarded 
as capital net losses and may be deducted 
in full from general income, or applied as 
a credit against the tax up to 1214 per 
cent of the net loss, but the method used 
must be the one which will result i1 the 
larger payment to the Government. 

Gains on securities held more than two 
years can be offset only by losses on 
securities which have also been held for 
more than two years. 


DECEMBER 21, 1932 


Boca Grande, Florida 


PENS for the season on January 10th. 
The Little Inn adjoining Gasparilla 
Inn is now receiving the early comers. 


Gasparilla Inn is in the fortunate position © 


of being able to offer certain reductions 
in rates—and still rigidly adhere to the 
standards of service and facility that have 
placed Gasparilla in the front rank of 
America’s resorts. 


Gasparilla Inn is on beautiful Gasparilla 
Island on the West Coast of Florida. The 
cottages close by combine the privacies 
of home with the conveniences of the Inn. 
Own golf course, tennis courts, bathing 
beach. Also fishing and boating. Write 
to J. F. Vallely, Manager, for reservation 


or booklet. 


Copper Conference Fails 
to Agree 


LLOWING the adjournment of the 
eonference of world copper pro- 
ducers without reaching any agree- 
ment on 1933 production or marketing 
policies, the copper market has been 
practically stagnant at new low levels of 
5 cents a pound in the United States and 
slightly below that figure in Europe. 
The difficulty arose through demands of 
Roan Antelope, one of the new African 
producers, for a higher quota than it 
accepted for 1932. It is understood that 
the other producers were willing to allow 
some increase in its allotment, though 
not as much as was sought, but that 
Roan Antelope refused to modify its 
demands. As a result the Katanga 


DIVIDENDS 
The Pacific Telephone and Telegraph Company 


Notice of Dividend on Common Stock 

A dividend of One Dollar and Seventy-Five 
Cents ($1.75) per share on the Common Stock of 
this Company will be paid on Saturday, Decem- 
ber 31, 1932, to shareholders of record at the 


close of business on Tuesday, December 20, 1932 


W. G. KLEINSCHMIDT, Treasurer 
San Francisco, December 1, 1932. 


Your dividend notice in THE 
FINANCIAL WORLD calls the 
favorable attention of bona 


fide investors to your securities. 


599 


~ 
N 
/ 
2 
Tas ATlila INT 
me OW as P ariilia sian 
a 
Ty 
ot 
are 
ith 
nt 
in 
lay 
of 
yer 
ric 
il 
he 
ras 
3” - 
of 
ts 
‘he 
yer 
1a 
= 
| 


“Good Will to Men” 


Christmas! Season of laughter and joy. Gifts 
and good will to all—and the opportunity 
to combine both by using Christmas Seals. 
For Christmas Seals help prevent, find, and 
cure tuberculosis all year round. Use them 
generously on all Christmas packages, gifts, 
cards and letters, and let your business cor- 
respondence proclaim,“Good health toall.” 


THE NATIONAL, STATE AND LOCAL 
TUBERCULOSIS ASSOCIATIONS 
OF THE UNITED STATES 


Buy CHRISTMAS SEALS 


WEEKLY RECORD OF EARNINGS 


1932 1931 
12 MONTHS ENDED OCTOBER 31: Net Earnings Per Share Net Earnings Per Share 


American Water Works & Electric... .. $4,399,559 $1.83 $5,911,576 $2.69 
6 MONTHS ENDED OCTOBER 31: 

American Car & Foundry............. d985,365 nil a982,349 nil 
12 MONTHS ENDED SEPTEMBER 30: 

American Power & Light.............. 10,750,329 0.45 15,692,239 2.42 
Byers (A. M.) & Company............ 922,353 nil 81,587 p1.43 
Canada Dry Ginger Ale............... 423,821 0.84 1,685,614 3.33 
9 MONTHS ENDED SEPTEMBER 30: 

Aviation Corporation (Del.)........... d2,875,002 nil 917,907 nil 
d3,405,190 nil d1,975,274 nil 
International Paper & Power.......... d5,257 371 nil 1,871,294 p2.03 
39 WEEKS ENDED SEPTEMBER 24: 

Fox Film Corporation. ................ 10,376,211 nil d2,851,997 nil 
12 MONTHS ENDED JULY 31: 

Central Aguirre Associates............. 1,361,887 1.89 1,087 ,423 1.51 


d Deficit. p On Preferred Stock 
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management is considering increasing its 
rate of output, and a price war in the 
world markets outside of the United 
States is looming on the horizon. 

It is believed that the tariff protection 
here will prevent the domestic price 
from being foreed down since the domestic 
producers seem to realize the advantages, 
and virtual necessity, of maintaining 
their average production rate at its pre 
sent low level of about 20 per cent of 
capacity. It is thought that the domestie 
market can absorb the present low volume 
of custom output, and that if producers’ 
output and stocks are kept from pressing 
upon the market the price will not fall 
materially below the 5-cent level. Any 
sustained increase in consumption, such 
as is hoped for over the coming six 
months, would then make a moderate 
price advance in this country possible. 
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Standard Gas & Electric’s 
Dividend Policy 


1 declaration of a quarterly pay- 
ment of 30 cents per share on the 
common stock of Standard Gas & Electric 
compared with the previous quarterly 
rate of 50 cents, was a pleasant surprise 
to stockholders, as the drastic decline in 
earnings experienced recently had given 
rise to the belief that a suspension in 
payments would be ordered. For the 
12 months ended September 30, 1932, 
earnings declined to $1.52 per share of 
common stock as compared with $4.74 
in the preceding 12 months. The com- 
pany has followed a very liberal dividend 
policy during the past three years, dis- 
bursing the major portion of earnings 
available for common stock in dividends 
to its stockholders. Indeed, dividend 
payments to common stockholders in 
1932 of approximately $5.9 millions 
compare with estimated net earnings, 
on a consolidated basis, for the full year 
of about $3 millions. 

About 54 per cent of Standard Gas & 
Electric common is owned by Standard 
Power & Light. Dividend requirements 
of this company’s preferred and common 
issues approximate $3.3 millions annually, 
Over 70 per cent of Standard Power & 
Light common stock is owned in turn 
by United States Electric Power. All 
this company’s class A stock is owned by 
the management (which includes officers 
and directors of Standard Gas & Electric) 
and associates. On its Standard Power 
& Light holdings, U. S. Electric Power 
receives about $1.1 million in dividends. 
This company pays no dividends on its 
common shares and omitted preferred 
dividend payments early this year. 
However, as of March 1, 1932, it had out- 
standing $13.5 millions in serial notes 
which matured this year but which were 
extended to March 1, 1933. Annual 
interest requirements of this issue ag- 
gregate $600,000. A general income 
account (as differentiated from a consol- 
idated income account) of U. S. Electric 
Power has not been made available but 
it is probable that the company is de- 
pendent to a large extent upon dividend 
income from its holdings of Standard 
Power & Light common. Thus the in- 
ference may be drawn that fixed charge 
burden of U. S. Electric Power and neces- 
sity of maintaining a satisfactory credit 
standing have some influence in shapirg 
the dividend policy of Standard Gas & 
Electric. 
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{Sent Free Every Month to Each Yearly Financial World Subscriber} 


ESIDES many other valuable facts and figures, this monthly investors’ 
pocket reference guide gives the comparative two-year earnings and 
prospective dividend changes of 1,350 stocks listed on the New York 

Stock Exchange and New York Curb. It shows Stock Exchange symbols, divi- 
dend rates, dividend dates, future ‘‘prospects’’, net earnings or deficits per share 
for latest periods available, etc. It is revised up to the 20th of each month pre- 
ceding month of publication. We give one of the following 8 ratings for each 
stock: A+, A, B+, B, C+, C, D+, D. 


This monthly reference book is brimful of valuable data that will instantly 
answer thousands of your perplexing questions—don't invest without consulting 
it first. It will pay you to check up each of your stocks regularly each month 
as soon as every new issue of our “‘Independent Appraisals’’ is published. Be- 
sides giving the earnings per share for 1930 and 1931 we also show the average 
earnings for the five years ending 1930. 


The Financial World is the only financial publication that gives a com- 
prehensive stock rating and data book free to its yearly subscribers 


This 48-page monthly investors’ reference book is only one phase of our un- 
biased Threefold Investment Service. Subscribers receive THE FinaNciAL WorLD 
each week with general articles and valuable analyses of the outstanding in- 
vestment opportunities. Subscribers also may, without charge, avail them- 
selves of our Confidential Advice Privilege by enclosing a stamped self-addressed 
envelope with every request for advice. (Each inquiry should be confined to a 
single security in order that it may be answered by the best qualified specialist.) 


The price of our Threefold Investment Service is still only $10.00 per year, 
despite the betterment of our “‘Independent Appraisals’’ and the improvement 
of all phases of our service. Many of our subscribers say our service would be 
cheap if it cost $100.00 instead of $10.00. A large subscription list makes our 
low price possible. 


SUBSCRIBE BEFORE JANUARY 15th AND GET OUR ANNUAL REVIEW 


vital investment 


Get the Facts Quickly 


On Earnings, Ratings, Prospects, Etc., of 1350 Leading Stocks by 
Frequent Reference to “Independent Appraisals of Listed Stocks” 


THE FINANCIAL WORLD, 


Here is my check for $10 in full payment of the following 
special offer: 


‘ 
{a} 52 weekly issues of The Financial World {Canadian and 
Foreign Postage $2 extra}. 
{b} 12 monthly editions of “Independent Appraisals of Listed 
Stocks’—an indispensable manual full o 
data and ratings. Ci 
{c} Free privilege of writing for advice several times each month ty 
by enclosing a stamped self-addressed envelope with each 
inquiry. {Each inquiry must be confined to a single security.} 
{d} Reprint of “Time To Buy A Fortune?” 


THE SCHWEINLER PRESS, NEW YORK 
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NEVER PARCHED 
NEVER TOASTED 


Camels 
are always mild 


For a smoke that is mild and 
cool, switch to Camel, the fresh 
cigarette. A blend of choice Turkish 
and mellow sun-ripened Domestic 
tobaccos, perfectly conditioned, 
Camels are made fresh and then 
kept fresh by the Camel Humidor 
Pack. Try them, for just one day, 
then leave them—if you care to. 


R. J. REYNOLDS TOBACCO COMPANY 
Winston-Salem, N. C. 


Don’t remove the Camel Humidor Pack— it is protection against 
perfume and powder odors, dust and germs. Buy Camels by the 
carton for home or office. The Humidor Pack keeps Camels fresh 
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© 1932, R. J. Reynolds Tobacco Company 
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